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You Can 
Profitably Use 
MBA's New 


PERSONAL 
FINANCIAL 
STATEMENT 


Developed by the MBA Con- 
ventional Loan Committee, 
this new standard Personal 
Financial Statement form 
will enable you to get all 
the information you need 
about the credit status of 
your loan applicant. Write 
the national office for a 
sample copy or order a sup- 
ply now in pads of 100 
each— 


Pad of 100—$2.50 
1,000 Forms—$19 


Price includes imprinting 
your firm name and address. 
Order from the Mortgage 
Bankers Association of 
America, 111 West Washing- 
ton Street, Chicago 2, Ill. Use 
coupon below. 


Mortage Bankers Association 
of America 


111 West Washington St., 
Chicago 2, Ill. 


Please send_ pads of your Per- 


sonal Financial Statement Forms. 


Bill me. Check enclosed___ 


Firm - 
pee 


City-State___ 
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all 
our clients 
areV.|.P.: 





*Very Important Persons 


Rendering Title Service with a personal interest and a 
friendly touch, this Company has grown consistently by 
regarding every client as a V. |. P.* Our title experts 
have cultivated an unusual ability to provide quickly and 
dependably the information and assistance essential to the 
best Title Insurance protection and customer-satisfaction, 


including prompt delivery of the policy. 


Title Insurance makes any mortgage a safer investment 


Capital, Surplus and Reserves in Excess of $5,500,000 
Available for the Protection of Policyholders 


Commonwealth) Title Company 


b 


Main Office: 1510 Walnut Street 
Telephone: Kingsley 6-1200 


Title Insurance anywhere in Pennsylvania, New Jersey, Delaware and Maryland 

















1955 MBA Calendar ™V orf gage Banker 


June 19-25—School of Mortgage 
Banking, Courses I and II, North- 
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the Ist 

two months 

of 1955 
forecast another 
record breaking 
year 


42,396,900 


in fha and va loan sales 


JANUARY & FEBRUARY 


average net yield for firm 
offerings on current 30 year V.A. loans 
. 


(assuming pre-payment in 10 years) 


For institutions requiring higher yields, 
we offer “Stand-by” deals at a 1% 
non-refundable fee. These are quality 
loans in good locations. 


We invite you to call or wire collect 
for latest offerings ... or one of our officers 
will be pleased to call on you. 


STALFORD MORTGAGE CO. 


“america’s leading mortgage bankers” 
589 Central Avenue, East Orange, N. J. 
PHONE: ORange 6-1500 


WESTERN OFFICES: $48 South Canon Drive 
Beverly Hills, California 
PHONE: BRadshaw 2-8411 
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NATIONAL HOMES 


accepted for advertising in... 

















Advertisement 


Homes Ulnlimited 


BY JAMES R. PRICE 


President, National Homes Corporation 


a " 

‘om, UPPOSE homes cost far less 
a money. Suppose every family 
in the nation could afford a 
home. Suppose no young families had 
to double up with friends and relatives. 

Well, that day is coming. It is coming 
because of the growing use of factory 
methods in home building. Assembly- 
line techniques—which produced better 
automobiles, refrigerators, and thou- 
sands of other products for less money 
—are today producing better homes for 
less money. The old, slow, costly, hand 
methods of conventional building— 
working on the site, under all kinds of 
weather conditions—are being more 
and more replaced by the better, faster, 
more efficient quality-controlled method 
of modern U. S. manufacturing. 

This better method is not new. Doors 
have been factory-made and shipped to 
building sites for many years. So have 
windows. So have cabinets and all kinds 
of mill trim. Lumber itself is shaped in 
the mill and shipped to the site ready 
for building. But today whole walls, 
roofs and partitions are being assembled 
in the factory before being shipped by 








One company, National Homes, pro- 
duced better than one in every 48 of 
the single-family non-farm homes 
built in America in 1954. 











fast trailer or train to the waiting builder. 
As a result, he can erect an entire house 
in a day and complete it in a week or 
two, if necessary. 

There are many other advantages. 
For example, it offers home owners and, 
therefore, the communities where they 
build, the advantages of homes designed 
by nationally-known architects and 
color-styled by experts. 

This is the inevitable home building 
method of the future. One company 
alone—National Homes—using this 
better, more economical manufacturing 
technique, has produced and sold nearly 
75,000 houses. 

If you would like further information 
on this significant building trend, simply 
write to National Homes Corporation, 
Box RD, Lafayette, Indiana. 











NATIONAL HOME 
MORTGAGES ARE 
SOUND LONG-TERM 
INVESTMENTS 


"Homes Unlimited” a liberally 
illustrated brochure describing 
our quality-controlled produc- 
tion methods, will be sent to in- 
terested investment executives 
on request. Address: NATIONAL 
Homes Corporation, Lafa- 
yette, Indiana. 


The nation’s most popular magazine, Reader’s Digest, has just opened its 
pages to a limited number of carefully selected advertisers—including 
National Homes. Our first message, in the May issue, is shown here ac- 
tual size for easy reading. It contains important facts about home-build- 
ing trends: facts that make mortgages on National homes even more 
desirable as sound, long-term investments. 


ONE OUT OF EVERY 48 HOMES BEING BUILT IN AMERICA TODAY IS PRODUCED BY.., 





(C) 1955, W.H.Cc. 
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PROTECTION 





Arkansas « Florida « Georgia « Indiana e Kansas « 
Louisiana « Mississippi « Missouri « Nebraska « 
Oklahoma « Tennessee ¢ Illinois (certain counties) 


TITLE INSURANCE CORPORATION 810 Chestnut MAin 1-0813 
of St. Louis, McCune Gill, President 10 South Central PArkview 7-813! 
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fe egg. It happened to my boss... ' 
= ; . 
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> Dow? lot *t happen to youl 











How would you like to lose out on a sale of a 
half-million long-term G.I. and F.H.A. loans? 

Well, my boss did, and all because he didn’t have 

the required Title Insurance protecting the title to 
all his mortgage loans. Is he mad! . . . but he me 
really should have known better. Why should anyone 

for that matter buy mortgage paper that could 

end up with title trouble? — 








Believe me, this made us stop and think. 

Whether we keep these loans or sell them, we want 
to protect ourselves and those who may buy 
mortgages from us against title loss. 


You can bet our mortgage loans will be title insured 
from now on. And the time to insure them is at the 
time the loan is made. The cost can be included 

in the loan expense. 


Just check the many reasons why you should have 
Title Insurance—then contact Title Insurance 
Company of Minnesota, or one of its agents. 





OF MINNESOTA 


125 SOUTH Sth STREET + TELEPHONE Lincoln 8733 + MINNEAPOLIS 2, MINNESOTA 
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BOR, hae Sea 


Helps protect 
your investment 
two ways... 
in homes built for sale: 


The builder can 
install it as is, 

to provide both 
heating and cooling — 
and give his homes 
extra value today, 
extra resale valve 
tomorrow. 


He can install it 

as a furnace alone 
in his budget homes. 
And he can point to its 
integral cooling casing 
as a money-saver 
when the home-owner 
wants to add cooling 
later on. 


Type 128 (gas) — 228 (oil) furnace is 
a prewired unit compact enough to 
install in closet, basement, or utility 
room. 6074" high (to top of casing) x 
475),;" wide x 35°,” deep (with burner). 
100,000-Btu input on gas; 110,000-Btu 
input on oil. The oil unit is easily 
converted to gas. 

Type 928 cooling unit is a 2- or 3-hp 
refrigeration assembly mounted on a 
frame that slips easily into the cooling 


QR 


Aeenenan 


Mueller Climatrol ounce: 20» 


Combination Year-round Air Conditioner 









eeeee%e#eees es 


With year'round comfort 


house value goes up 


casing provided with the Type 128-928 
heating unit. Operates on single or 
3-phase current. Uses same blower as 
furnace. 

There's no doubt about it — this 
Mueller Climatrol combination unit of- 
fers a practical way to protect the 
value of the homes you mortgage. 
Learn more about it—write for details: 
Mueller Climatrol, Dept. 155, 2054 W. 
Oklahoma Avenue, Milwaukee 15, Wis. 









1. More fixed windows can 
be installed. 

2. Solid walls can be erected 
where desired. 

3. Screens can be 
eliminated. 

4. An attic fan can be elimi- 
nated; the roof pitch can 
be lowered. 

5. A screen porch can be 
eliminated. 


6. More economical floor 
plans can be laid out. 


B-90A 


NEARLY 100 YEARS OF MANUFACTURING QUALITY COMFORT EQUIPMENT 


& THE MORTGAGE BANKER + May 1955 








Horo'’s what 
you want in 
a mortgage 
investment 


W\ Mra 


P 
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HARNISCHFEGER i. 


65 Spring St., Port Washington, Wis., Phone 611 





OFESEL ENGINES POWER SHOVELS 


Selid Reputation— P« H Homes are prefabricated 
by Harnischfeger Corporation, one of the fine old 
names of industry. They’re backed by 70 years of 
manufacturing know-how and a really solid repu- 
tation among businessmen. 


Efficient Builders, Reliable Owners— P« H Home 
builders are often the most successful in their com- 
munities. They know and use the most up-the-date 
and efficient home building methods yet developed. 
And the handsome P«H Homes designs usually 
attract the most reliable mortgage risks. 


Faster Processing— Because package prices on 
P«H Homes are established, and designs and con- 
struction quality are known quantities, evalua- 
tions are easier and safer. Loan processing is always 
standardized, faster, more efficient. 


Shorter Commitments— Commitments for loan 
purchases are shorter with P« H Homes, because 
construction and finishing are faster. P« H Homes 
usually are enclosed in 6 hours, complete within 
30 days of financing approval. 


Lasting Resale Value—P« H Homes are designed 
by a top architect, built of seasoned, kiln-dried 
lumber and name-brand materials. P« H design and 
construction adds up to longer-lasting value. 


i] » STEADY SOURCE OF SOUND LOANS 
Take advantage of the growing demand 
a for P&H Homes loans. They’re among the 
most reliable in the home market. 
Write for details now. 





HOnmMeEsS> 





PREFABRICATED HOMES worsTs SOu STaAsHIZERS WELOING CQUIPMENT OVERMEAD CRANES 
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WEAR SPURS THAT 


JINGLE... 


to the tune of beef cattle dollars 
that are rolling into the state. The 
Sunshine State is now the biggest 
beef producer in the whole south- 


east, and that’s only the beginning! 


Florida’s natural water resources, 
plus mechanized land clearing and 
the new grasses have combined 
to make Florida beef production big 


4 business at its robust best. 


Beef cattle, agricultural and industrial enterprises are mak- 
ing the solid economy of the mew Florida more attractive 


than ever before to investment dollars. 


Ask for your free copy of Allen Morris’ new book 


“Fabulous Florida.” 


Stockton, Whatley, Davin & Company 





Offices throughout 
Florida 


Stockton, Whatley, Davin & Company 
100 W. Bay St., Jacksonville, Florida 


Send my free copy of “Fabulous Florida’ without 






obligation: 
Pensacola 
Tallahassee Name 
Jacksonville 
Key West Name of Firm al ate 
Miami 
Orlando P. O. Address. 


St. Petersburg 
City. State_ 
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Trends 
and 


Developments 











« What started out to be nothing 
more than a “study” of the stock mar- 
ket ended as a forum for discussing 
many other aspects of current business 
conditions. Housing and mortgage 
financing didn’t escape; in fact, it 
appeared at times that this was an 
investigation of mortgage credit and 
artificial stimulation of construction 
through so-called too liberalized 
terms. Everyone has an opinion about 
the merit of doing what the govern- 
ment is now doing through FHA and 
VA. One opinion was expressed in 
The Mortgage Banker last month by 
George C. Johnson, president of the 
Dime Savings Bank of Brooklyn. He’s 
not worried. Another opinion was 
voiced by Dr. Gordon W. McKinley, 
economist for Prudential—and he is 
concerned. He thinks the government 
is making a “serious mistake” in “arti- 
ficially stimulating’? home demand 
through the small down-payment pro- 
visions of the 1954 housing law. 


“The day of reckoning in the hous- 
ing market cannot be put off forever, 
and I shall be very surprised if it can 
be put off beyond this year,” he said. 

He predicted more homes will be 
started in 1955 than in any other 
year except for 1950. 

Barron’s summed it up this way: 

“Dangerous to federal solvency, the 
swelling mortgage debt poses a serious 
hazard to business stability. Last year 
loans outstanding on one-to-four-fam- 
ily dwellings climbed by more than $9 
billion, to an all-time high of $75 bil- 
lion and, in 1955, most sources con- 
cede, the total is likely to top $85 
billion. This bulge in mortgage credit 
already has had some unfortunate 
consequences. It has sharply inflated 
the value of both new and used 
houses. It has encouraged a wave of 
nationwide land speculation that in 
some respects rivals the old Florida 
boom. Finally, it has stimulated the 
building trades beyond what seems to 
many—including some leading bank- 
ers and industrialists—the point of 
safety. 

“In recent months, a number of 
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Title Guarantee Service 
in 62 cities for 


eee" e-e-@ 


. 


deserve this on-the-spot 
title guarantee service 


Your Chicago Title Guarantee Policy is 
issued right where the property is located 
—in 62 cities throughout the 

State of Illinois. 





It protects your mortgage fully against 
hidden title defects not found in the records. 
If the title, as guaranteed, is ever 
questioned, Chicago Title and Trust 
Company instantly takes over its 

defense, assumes all legal costs, and 

pays any losses promptly. 


Illinois offers no other title protection 
with such financial strength behind it— 
nor such long experience in 

Illinois real estate. 


On your larger loans, we reinsure 
for title companies in other states 


Chicago Title 
and Trust 


Al Y N 


ve ig Company 
62 CITIES 111 W. Washington Street 


Chicago 2 


ight where the 


property is |ocated 
Springfield Decatur Danville 
Rockford Edwardsville 
Ottawa 


SOTHO SESS SHEHE EEE HEHTEHHEEEEE . 
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we 

protect 

the 
banker's 


stake 


wr financing a project, or considering 

a realty loan, the banker must find the 
answers to many questions, based on surveys, fac- 
tual data and plain common sense. Supplying 
many of these answers is a major part of the routine 


service of T G & T. 


For more than seventy years T G & T has safe- 
guarded the property investments of banking 
institutions through sound title insurance. Now, 
expanded to eleven efficiently staffed offices, we 
are in a better-than-ever position to provide such 
protection—plus a service unique in the scope of 
its facilities backed by years of experience and 


substantial resources. 


TITLE GUARANTEE 


lenders, notably the more conservative 
life insurance companies, have moved 
to stiffen their mortgage terms. They 
have begun to frown on no-down- 
payment loans, for example, and, 
in negotiations with borrowers and 
builders, are indicating a strong pref- 
erence for 25- and 20-year home liens 
over the 30-year variety. Lenders’ 
efforts to tighten up, of course, have 
been made possible largely by the 
few small steps in the same direction 
taken lately by the Treasury and the 
Federal Reserve. Since the turn of 
the year the latter, through open mar- 
ket operations, has mopped up some 
$1.5 billion of bank reserves. By these 
moves the monctary authorities once 
more have reaffirmed their disposition 
to lean, when necessary, against the 
prevailing economic winds. 

“Unfortunately, in the sphere of 
homebuilding at least, these are now 
threatening to whip up a gale, and 
further restraints are clearly called 
for. Nor is there much doubt as to 
what form the latter should take. 
Months ago, the President asked Con- 
gress for the power to vary the stat- 
utory terms on VA-and FHA-insured 
home loans. Congress ought to vote 
it as soon as possible.” 

It’s easy to condemn but sometimes 
difficult to present a constructive pro- 
gram—if indeed one is needed. Some- 
one who did pin-point just what is 
needed under present conditions was 
Marriner S. Eccles before the Ful- 
bright committee. As far as housing 
and mortgage financing go, Mr. 
Eccles recommended : 


Program: 

>> More restrictive appraisals in the 
case of all FHA and GI loans. 

>> Require not less than 5 per cent 
down payment, increasing this 
amount if necessary, and not more 
than a 25-year maturity on all GI 
and FHA loans. If this cannot be 
done by regulation, the needed legis- 
lation should be promptly enacted. 
>> Elimination of the open-end 








a3 and Trust Company 


MAIN OFFICE: 176 BROADWAY, N.Y. 38 + WOrth 4- 1000 Reasons: 

>> Housing starts in 1954 were 
1,215,000. Estimated starts for 1955 
are 1,300,000-1,400,000—this is prac- 
tically double the estimated family 
formation. 

>> Home mortgage debt incurred in 
1954 was $9,300,000,000. 


mortgage on FHA and GI loans. 


TITLE INSURANCE THROUGHOUT NEW YORK, 
NEW JERSEY, CONNECTICUT, MASSACHUSETTS, MAINE AND VERMONT 


Reinsurance facilities available through primary 
title insurers in many other states 
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THANK YOU! 


Vv MR. SERVICER 
Vv MR. INVESTOR 








! DURING OUR FISCAL YEAR JUST ENDED, OUR AGGREGATE SALES AS 

BROKERS EXCLUSIVELY of FHA and VA MORTGAGES, 
FROM 25 STATES FOR 79 ORIGINATORS AND SERVICERS TO 
68 INVESTING INSTITUTIONS APPROXIMATED $270,000,000. 


In view of our increased business we have enlarged our present quarters. We 
also have made additions to our staff to improve our service to the FHA and VA mortgage 
banking and investment field. This is the best way we know to show our sincere apprecia- 


tion of your continued confidence in us. 


We are proud to announce that the following well experienced mortgage men have 
joined our firm to supplement our efforts in your behalf. 


HUNTER A. COPELAND—Formerly associated with Prudential Insurance Com- 
pany, in Alabama and Tennessee with the Southeastern Mortgage Division. 


SPENCER “DOUG” YOUNG—Formerly Assistant Real Estate Officer of Greenwich 
Savings Bank in New York City. 


BURTON L. HEDIN—Formerly Treasurer of the Worcester County Institution for 
Savings at Worcester, Massachusetts. 


Partners 
GEORGE J. LENTZ WALTER RUSSELL PHILIP C. C°CONNELL 
R. RICHARD HUBER R. WINTON ELLIOTT JOHN A. CUNNANE 
HUNTOON, PAIGE & Co. 
44 WALL STREET NEW YORK 5, N.Y. 
Telephone: WHitehall 3-5866 

Branch Offices 
E. TRAVERS B. KING R. RICHARD HUBER JOSIAH P. HUNTOON 

Dallas, Texas Beverly Hills, Calif. f Sarasota, Florida 
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SINGLE 
SOURCE 
Financing- 
Selling- 

p. Warehousing- 
Guidance- 


Single Source Financing is an entirely new year ‘round service for 
mortgagees. You deal with a national organization and get much more 
than the placing of permanent loans. Construction loans, warehousing, 
canvassing of lending institutions, advice on producing more busi- 
ness — all this is part of Single Source Financing. In brief, here’s what 


this service can achieve for you: 


YOU SAVE MONEY !When you 
subscribe to this service, you pay a nominal 
annual retainer. You pay only normal market 
fees and discounts — but you pay us no fees or 
commissions. Because of this, we handle your 
financing problems in a manner most favorable 
to you. You get more efficient placements of con- 
struction and permanent loans at realistic rates. 








YOU SAVE TIME! F. W. Berens 
Sales performs all the time-consuming details 
for you. You get ready warehousing. You spend 
no time shopping for the best terms. You're kept 
abreast of current methods of operation. You 
get the full benefit of our day-to-day contacts 
with leading lending institutions and banks. 








YOU SAVE EFFORT! A: any 
time, you can get specific help, advice and infor- 
mation on your financing questions. When the 
need arises, Berens’ financing experts will visit 
your office. Periodic bulletins will be sent you. 
Unbiased service and guidance is always avail- 
able. In many cases, a single deal handled by 
the Service will more than cover the annual fee. 





For Full Information, Contact our Washington Office 


George DeFranceaux * Hubert Kleinpeter * Gerard J. Manack * Curt Mack 


1722 L STREET, NORTHWEST 
WASHINGTON, D.C. NA 8-5000 


New York Regional Office: 475 Fifth Avenue 
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>> Growth of mortgage debt exceed- 
ing available investment funds, there- 
fore increasing amounts are financed 
directly or indirectly by commercial 
banks. This is unsound under present 
conditions. 

“The basic danger of the present 
housing boom is that while it is the 
greatest support to the economy it is 
largely sustained by a rapid growth 
of debt of the middle and low income 
group. I believe a point of saturation 
is fast approaching with serious eco- 
nomic consequences to the whole 
economy,” said Eccles. 

Whatever the merits of each argu- 
ment, the debate around the possi- 
bility that we are artificially stimu!at- 
ing home construction through too 
liberal mortgage credit appears to be 
just beginning. 


EARNINGS WERE BETTER 


The net rate of interest earned on 
invested funds of U.S. life companies 
rose in 1954 to the highest level in 
15 years, although still materially be- 
low the level of the 1930s and pre- 
vious years. 

The net rate earned by the life 
companies in 1954 was 3.46 per cent 
before federal income taxes and 3.24 
per cent after such taxes. This com- 
pared with 3.36 per cent before taxes 
and 3.15 per cent after taxes the year 
before. The before-tax rate was higher 
than in any year since 1939 when it 
was 3.54 per cent; the after-tax rate 
was higher than in any year since 
1942 when it was 3.36 per cent. 

“The rise in earning rate on life 
insurance funds has now been sus- 
tained for seven years,’ Holgar J. 
Johnson, of the Life Insurance Insti- 
tute, said. “The 1954 earning rate 
was about one-fifth larger than at the 
low point in 1947. Last year’s invest- 
ment income of the country’s life 
companies, before federal income 
taxes, was approximately $2,750,000,- 
000. This was about $450,000,000 
more than would have been earned 
had the earning rate of seven years 
ago still applied; however, federal 
income taxes have increased by some 
$170,000,000 in these years. The ag- 
gregate amount of life insurance in 
force has increased by 80 per cent im 
these seven years.” 

The life insurance earning rate is 
still well below the average 4.10 per 

(Continued on page 14) 













THYER 
HOMES 


formerly known a 







| Poliman Hom 





Now| 
luxe, Models 


Available with 
Garage 


or Carport 











Model 2289-B with Garage 


One of several (3 bedroom) Thyer Homes available in Northern States 
only, featuring garage or carport. For information about Thyer Homes 
designed for Southern and Gulf coast stafes, write to Jackson, Mississippi. 


THE THYER MANUFACTURING 





CORPORATION 


2862 Wayne Street 515 East Yazoo Street 
Dept. 12, Jackson, Mississippi 


Teledo, Ohio 





@ Looking for something different—some extra appeal for 
today’s “‘harder-to-sell’”” home buyer—a way to add more 
variety to a subdivision or street of homes? The new line 
of Thyer Homes featuring attached garages or carports are 
just the answer. Factory-assembled and conventionally 
built, they are erected as a single unit with the house. The 
cost of this additional space is low—yet receives liberal 
valuations from lenders. 


If you would like more information about Thyer Homes, 
with or without garages or carports, write today. We will 
be glad to send literature or have a representative call. 


THYER’S 
“SILVER PLATTER” PROFIT SYSTEM 


@ FINANCING SERVICE 
Your local Thyer Factory Representative will be glad to help 
you arrange construction and permanent financing for FHA, 
VA or conventional loans. 


@ LOCAL FIELD SERVICE 
Thyer factory representatives located in 28 states are ready to 
assist you in erecting, land development, arranging financing, 
and planning local advertising and model home showings. 


@ TURN-KEY CONTRACTING SERVICE 
For developers who wish to build 100 or more houses at a time, 
Thyer can provide a turn-key building service that delivers 
houses at a bonded contract price. (At present this service is 
available in all Southern and in most Northern states.) 


@ NATIONAL ADVERTISING SUPPORT 


A hard hitting program in national consumer magazines pre-sells 
your prospects—helps create buyer interest in Thyer Homes. 


PARENTS’ SEAL 
Thyer fabricated units have been awarded Parents’ 
Magazine Commendation Seal. 



















































(Continued from page 12) 
cent reported for the 1930s and the 
5.07 per cent of the 1920s. 

The 1954 improvement in earning 
rate continued, as in recent years, to 
be partially a reflection of portfolio 
shifts, as well as improved interest 
rates. It was also a cumulative result 
of new investments made over the 
past few years. The new investments 
seldom equai more than one-fifth of 
total investments outstanding. Conse- 
quently, the older investments con- 
tinue to balance off some of the im- 
provement derived from the current 
year’s new investments. It requires 
several years for any permanent im- 
provement in interest rates to be regis- 
tered to any appreciable extent in the 
over-all earning rate. 


THE CHALLENGE TO FHA 


FHA in the past twelve months 
has met the greatest challenge of its 
history and, through constructive and 
corrective action, is now giving greater 
service, declared Commissioner Nor- 
man P. Mason in his recent report. 

“New blood, new opportunities for 
service and a new appreciation of 
responsibilities,” said Mr. Mason in 
an anniversary statement, “have 
helped FHA to turn the most diffi- 
cult year of its history into one of 
major accomplishment.” 

Mr. Mason said it has been his 
policy to delegate greater authority to 
the directors of the 75 FHA field 
offices. They, he pointed out, are 
close to the people FHA serves. 

“During this year,” he continued, 
“we held the first general meeting of 
insuring office directors since World 
War II. I was impressed by the men 
who, in time of crisis, were willing 
to assist their government in the im- 
portant work which FHA does.” 

Highlights included in his recapitu- 
lation of the year: 

1. Rapid rise in the purchase of 
new single-family homes to a near- 
record level. 

2. An all-time record in FHA 
financing for older homes, placing 
low-cost housing within the reach of 
families with small income. 

3. Cooperation with industry and 
consumer groups through special ad- 
visory committees which held more 
than a score of sessions to explore 
ways FHA might improve its service. 

4. Development of a new concept 
under which FHA gives recognition 
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in its appraisals for quality above the 
minimum property requirements. 

5. Teamwork with builders and 
lenders, resulting in more housing for 
members of minority groups than in 
any previous year. 


HOUSING HELP PROPOSED 


An Inter-American Mortgage Bank 
for the purpose of channeling more 
than $500,000,000 annually from the 
United States into investment in 
Latin American housing projects has 
been proposed by a group of financial 
men meeting under the auspices of 
the National Savings & Loan League. 

The current plan would be for the 
proposed bank to hold the mortgages 
on Latin American housing develop- 
ments, financing them by the sale of 
bonds bearing a suggested 3% per 
cent. The plan calls for the Treasury 
to start the mortgage bank off with a 
“temporary” loan. 


GI LOANS 4,000,000 


GI loans have passed the $4 billion 
mark. 

More than 53,000 GI loans were 
closed during February, bringing the 
total made since the beginning of the 
GI loan program in 1944 to 4,004,022 
loans. 

Of the total loans, 3,717,806 were 
home loans amounting to nearly $27 
billion; 218,997 were business loans 
totaling nearly $600 million, and 67,- 
219 were farm loans for more than 
$260 million. 

VA reported that 20 per cent of 
the four million loans or 808,804 
amounting to nearly $4 billion, have 
been repaid in full. More than 620,- 
000 were home loans, 39,000 were 
farm loans and nearly 150,000 were 
business loans. 

The veteran has turned out to be a 
good credit risk on the whole, the 
record showing that on only 35,377 
loans has the VA paid insured claims. 
Of this number 21,000 were paid on 
home loans, or a little over Y2 of 1 
per cent on the more than 3,700,000 
home loans guaranteed. 

Claims on farm loans amounted to 
2,100 or about 3 per cent of the total 
and 12,270 on business loans, or 5.6 
per cent of the total. Net amount of 
claims paid to date is $28,200,000 or 
about one dollar for every $1,000 bor- 
rowed and some of this is subject to 
further recovery through liquidation 
of securities. 





...and so “Orleans” 
became LOUISIANA 


Because Napoleon desperately needed 
cash in 1803, France sold the entire 
Mississippi Valley to the U.S.A. for 
$15,000,000 (estimated value today, 
more than 20 billions !) 

The Louisiana Purchase —consum- 
mated by James Monroe and Robert 
Livingston, under President Thomas 
serge sah ig us not only Louisiana, 

ut also major areas of 12 other states 
from Arkansas to Montana. All this 
for about 4¢ an acre, and mere pennies 
never went further! 

Louisiana's early leaders made a 
few words go a long way, too, when 
they emblazoned upon their State's 
Great Seal, this motto: "Union, Jus- 
tice, Confidence.” 


A “Great Seal” of the insurance business 
is PACIFIC NATIONAL'S, below, 

token of strength, stability and service 
te Agent, Broker and Assured. 


PACIFIC 
NATIONAL 


FIRE INSURANCE 


COMPANY 
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& “Louisville Title” policies have earned the sound 
y respect of mortgage bankers, insurance com- 
panies, attorneys, builders and home owners. 
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LOUISVILLE TITLE INSURANCE COMPANY 


HOME OFFICE ° LOUISVILLE, KENTUCKY 


LICENSED FOR BUSINESS OVER A WIDE SECTION OF THE UNITED STATES 
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Outstandin g 


An analysis of amount and 
character of assets avail- 
able for protection of 
policyholders will show 
Lawyers Title Insurance 
Corporation to be out- 
standing in the title in- 
surance field. 


STATEMENT OF FINANCIAL CONDITION 
AS OF DECEMBER 31, 1954 


ADMITTED ASSETS 
1954 

Cee: «ws oe 6 «ee es 6 0 & » eee 

Bonds (at emortized cost) : ° 
United Seates Government . . . . . « +. + + « $ 3,507,969.49 
Municipal . . Cae Hobo a 6. a 1,472,001.38 
Public utility ead industrial i tere elie + ea 452,020.84 
$ 5,431,991.71 
Preferred stocks (at lower of cost or current market) . . . $ 78,375.00 


Savings and loan association investment share accounts . . . $ 309,500.00 
Mortgage loans on real estate: 





ES ss 6 @ a o> eee ene ere 

cn Ps 6 be nw oe ae pee 61,269.50 

ee > « + «6 *) % =e wee ee 61,139.15 

$ 4,454,005.71 

Interest and rents accrued co ee 63,974.47 

Accounts receivable from agents and customers . . . « » 501,076.54 

Notes receivable—secured . chon oe oe 452,617.65 

Stock of wholly-owned subsidiasies re pe 75,000.00 
Title plants (in Akron, Atlanta, Camden, Freehold, Miami, 

Pontiac, Richmond and Washington) .... « ° 770,099.47 
Real estate for home and branch offices . . . « «© © © « 418,021.47 
Other admitted assets . . . ae oe a ee 107,956.80 

TOTAL ADMITTED Assars oe © © oc ce, Sees 

LIABILITIES 
1954 

Accrued commissions to agents, expenses and other items . . $ 273,677.79 

Ne er a er ee ee 1,446,150.07 

Other taxes accrued . . etter 8 223,838.47 

Premiums and other payments received i in advance ° o 6 423,728.87 

Provision for undetermined title losses of which the 

ee ee ee ee 202,503.74 

TOM «2 0 6 2 6 & 8 6 ee + s Fae 

Legal reserve . . o 2 * ie 6.6 S&S le ee 

Capital stock—par $5 a share estou wetettsivuc 6 OR 

Wr cnr cree. « « « & se 6 os 6.418 2,192,301.44 

Surplus . . . . 3,362,282.36 
TOTAL Caprran | STOCK, Vouunrany Poucy RESERVE 

AND SURPLUS . . - » « $ 9,054,583.80 

TOTAL CAPITAL STOCK, SU RPLUS AND RESERVES . »« »« $12,337,014.92 

$14,906,913.86 

*Bonds stated at $1.266,119.86 at December 31, 1954, were on 1 eam with various states for 


the protection of po slicyine siders as required or permitted by law 





The Corporation has segregated and deposited in a + bank account the sum of $36,396.68 
as the re-insurance reserve fund required under the Insurance Law of the State of New York. 





SETTLEMENT AND ESCROW FUNDS 
The Corporation had on deposit in separate bank accounts additional funds of $3,515,729.06 at 
December 31, 1954, covering undisbursed amounts received for settlements of real estate loans 
or sales in process for customers. 


° TITLES INSURED THROUGHOUT 43 STATES. 
au) ers | wv. BRANCH OFFICES IN: 
Akron, O. Dayton, O. Pontiac, Mich. 


Atlanta, Ga. Decatur, Ga. Richmond, Va. 
Augusta, Ga. Detroit, Mich. Roanoke, Va. 


. Birmingham, Ala. Freehold, N. J. Savannah, Ga. 
[Insurance (orporation Gren’ Meck, Sate he 


Cincinnati, O. New Orleans, La. White Plains, N. Y. 
Cleveland, O. Newport News, Va. Wilmington, Del. 


Home Office ~ Richmond .Virginia Columbus, Ga. New York, N. Y. Winston-Salem, N. CG 
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Columbus, O. Norfolk, Va. Winter Haven, Fla. 
Dallas, Tex. Pittsburgh, Pa. 


REPRESENTED BY LOCAL TITLE COMPANIES 
IN MORE THAN 175 OTHER CITIES. 
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“Mortgage Banker 


THE CASE FOR THE SOUNDNESS OF 
OUR UPSURGE IN HOME BUILDING 


Today, with construction and the financing of construction at 


record peaks, dissatisfactions are rife. 


Builders, government 


officials and lenders have fears of one sort or another. What's 
the other side of the story? Here’s the case for Confidence in 1955 


T SEEMS that no one is ever fully 
satisfied with the state of the 
mortgage market. When the supply 
of money is ample—and to some it 
always appears excessive—we are en- 
dangering the 
economy by pro- 
moting an over- 
supply of houses. 
When money gets 
a little tight—and 
to some it is never 
too easy—then we 
imperil the econ- 
omy by threaten- 
ing to cut down 
construction. 
Right now nearly everyone seems 
dissatisfied with the state of things. 
Home-builders fear the possibility of 
credit restrictions that will contain 
their volume. Others fear it won’t be 





Miles L. Colean 


contained, but rather that our con- 
tinued building beyond the currently 
low level of net new household forma- 
tion is leading to clear and certain 
disaster. Marriner Eccles, for example, 
recently cited the current home- 
building boom as a “real danger” 
to economic stability and deplored 
the rapid growth of debt especially 
in the middle and low income groups. 


‘Yet government policy, in which Mr. 


Eccles formerly was an active partici- 
pant, has for years been aimed di- 
rectly at the low and middle income 
market—one which hardly could be 
served without increasing debt among 
those provided for. At the same time, 
others complain that the home-build- 
ing industry is failing to serve families 
with medium and low incomes and 
that a major public housing operation 
is the only solution. 


By MILES L. COLEAN 


Just now most of the alarms come 
from those who fear that building 
and lending are getting out of hand 
and, as Mr. Eccles put it, that “a 
point of saturation is fast approach- 
ing with serious economic conse- 
quences to the whole economy.” I 
believe it will be worth-while to take 
as cold a look as we can at the situa- 
tion to see who should be scared by 
whom and what the basis, if any, 
for scare may be. 

So far as our statistics are con- 
cerned—and they lack the validity 
of holy writ despite the faith imposed 
in them—we started a total of around 
4.8 million houses from March 1950 
to April 1954. During that period 
the number of non-farm households 
increased 3.9 million. The difference 
of around 900,000 represents an ex- 
cess of supply over the primary source 


“The question of whether mortgage credit is too easy or too tight cannot be answered except 


in the light of its effect on the current housing market,” says Mr. Colean. “Comparisons with 


the 1920s are not too meaningful. Concern over the mere fact that home mortgage 


debt today is at about the same level in relation to both personal and national income as it was in the 


ominous year 1930 ignores the vast changes in the characteristics of the debt as well 


as in the distribution of income. The headshakings over the low and no down 


payment financing which is available today—on a much lesser scale, it may be said, than some are 


eager to believe—ignore the fact that in the 1920s we also had low or no down payment 


financing but of a different and much more dangerous kind.” 
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of demand, and, taken at face value, 
is readily interpreted as a top-heavy 
situation, especially when it is noted 
that “doubling up” is much below 
any ratio reached in the past. At 
the same time, we are entering a year 
with a “seasonally adjusted annual 
rate” of new building close to 1.4 
million, while the total added number 
of new households may not be more 
than five or six hundred thousand. 
Hence, so it is feared, oversupply is 
being poured on oversupply. 

From this disturbing specter, the 
alarmists turn to the fact that home 
mortgage debt is at an all-time high, 
and certainly it is. At the end of 
1954, non-farm home mortgage debt 
stood at $75.6 billion, about four 
times the total reached during the 
peak of the 1920s. Moreover, the 
debt will mount by about $10 billion 
during the present year. So again, it 
is pointed out, excess is being added 
to excess, saturation is imminent, and, 
after that, the pessimists shudder to 
look. 

These circumstances 
oversupply or threatened oversupply 
of houses and an excessive load of 
debt—are the bases for present con- 
cern. How solid are these bases? 
Let’s take a look, first, at the question 
of demand and then at the question 
of debt. 

At least these facts about the hous- 
ing market seem clear: 


a supposed 


>> That the houses are being sold 
without undue delay. 

>> That builders generally expect to 
build more houses and mortgage 
lenders expect to lend more money 
in 1955 than in 1954. 

>> That more families intend to buy 
houses in 1955 than expressed an 
intention to buy in 1954. Vacancies, 
so far as anyone can tell, are at a 
lower ratio than what before the post- 
war jam was considered normal. 

These conditions alone quiet the 
alarm, at least for the time being. 
However, there are other, more sub- 
stantial reasons for taking heart. Of 
top importance among these is the 
new light on the question of family 
formation shed by a recently pub- 
lished report of the Department of 
Commerce. 

According to this study, which ap- 
pears in the March issue of the Sur- 
vey of Current Business, more than 
half of the total number of non-farm 
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families (excluding independent indi- 
viduals) now have annual incomes 
of $5,000 or more. As late as 1951, 
about 55 per cent of all non-farm 
families had incomes of less than 
$5,000 a year. 

From 1951 through 1953, the num- 
ber of families in the $5,000 or over 
range increased by over 1.5 million 
a year, while the number in the 
below $5,000 range decreased. More 
than this, if the income range is 
broken down by intervals of from 
$1,000 to $2,500, a decrease took 
place in every interval below $5,000 
and an increase took place in every 
interval above $5,000. 

Thus, from the very bottom of the 
scale to the top, there has been an 
upgrading. Thus, despite a probable 
low rate in the increase in the total 
number of families (perhaps as few 
as five or six hundred thousand a 


year), we have had, and continue to 
have, a very large increase in the 
number of families whose income can 
make their demands effective. Growth 
is now concentrated among families 
who want something better than they 
have and can afford to have it. 

This is a tremendous force for 
sustaining demand. In large part it 
accounts for the fact that 1,200,000 
new houses could be sold or rented 
last year and that the same or some- 
what larger number may be success- 
fully marketed in 1955. 

It doesn’t, however, explain how 
this could be done without leaving 
behind a very large number of va- 
cancies. Until the census completes 
a survey of residential vacancy which 
it is just now getting under way, the 
explanation must involve some sur- 
mises. What appears to be happening 
is: 


The Forces Sustaining Building Volume 


>> Hundreds of thousands of so- 
called conversions made during the 
first postwar years, being no longer 
in demand, have simply been with- 
drawn from the market by abandon- 
ment or reconversion, leaving no 
visible vacancy. 
>> The rate of demolition has been 
spectacularly stepped up as a result 
of urban highway building and, to a 
lesser extent, of urban redevelopment 
operations. 
>> Stricter enforcement of safety and 
sanitation measures has been another 
cause for withdrawal and demolition 
of many houses in the lower end of 
the supply. As a result, the supply 
so far has been kept fairly taut, so 
that there is as yet no overhang of 
low-valued or distressed property to 
threaten the stability of the market. 
Other sustaining forces may be 
noted. Probably at least a million 
families a year move substantial dis- 
tances; and the typical move is from 
a relatively static area to a growing 
area, where a more than average 
amount of the housing supply must 
come from new houses. The current 
high rate of births, especially of sec- 
ond, third, and fourth children, adds 
a sharp spur to demand, especially 
when accompanied by an improve- 
ment in income. Many older couples, 


whose nominal incomes may be low, 
are with the help of annuities and 
savings able to sustain a satisfactory 
standard of living (30 per cent of the 
heads of households in the lowest 
fifth of the income range were 65 
or more years old in 1952). In addi- 
tion to the family market, better than 
5.5 million unattached persons main- 
tain their own households, a source 
of demand that has remained fairly 
constant over the past several years. 

It can be assumed that as long 
as the economy is expanding at a 
rate more or less comparable to the 
average of the postwar years, a strong 
housing demand will exist. Moreover, 
as last year’s experience seemed to 
demonstrate, the market, supported 
and protected as it is by unemploy- 
ment insurance, pensions, a large 
volume of liquid savings and regularly 
amortized debt, can endure at least 
a short term decline in business activ- 
ity. Whether such favorable conditions 
as we have become accustomed to 
will prevail indefinitely is a question 
beyond my ability to answer. But I 
am clear about one thing; we won’t 
prevent a depression by arbitrarily 
cutting the volume of building below 
demand. 

Perhaps true, comes the cautionary 
reply, but isn’t present demand a de- 
mand that is being arbitrarily pumped 
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up by easy credit? Are we not building 
a mortgage structure on such weak 
foundations that an economic gale 
would send it crashing? The answer 
to both questions is, I believe, that 
it isn’t necessarily so. 

For one thing, easy credit isn’t easy 
to define. Was credit easy a year ago? 
A good many borrowers would say it 
wasn’t and that it hadn’t been for 
quite a number of months. Is credit 
easy now? For borrowers who want 
100 per cent loans for 30 years, it is 
getting to have a tight look. Was 
mortgage credit easy in the 1920s? 
We are accustomed to think so, yet 
money in that period was greatly 
more costly than in the most stringent 
times since World War IT. 

The question of whether mortgage 
credit is too easy or too tight cannot 
be answered except in the light of its 
effect on the current housing market. 
Comparisons with the 1920s are not 
too meaningful. Concern over the 
mere fact that home mortgage debt 
today is at about the same level in 
relation to both personal and national 
income as it was in the ominous year 
1930 ignores the vast changes in the 
characteristics of the debt as well as 
in the distribution of income. The 
headshakings over the low and no 
down payment financing which is 
available today—on a much lesser 
scale, it may be said, than some are 
eager to believe—ignore the fact that 
in the 1920s we also had low or no 
down payment financing but of a 
different and much more dangerous 
kind. 

Those who worry about the burden 
of payments from the present debt 
level forget that, on the whole, people 
are paying about 20 per cent less, in 
relation to their disposable personal 
income, for housing costs, including 
debt charges, than in the late 1920s. 
Finally, comfort may be taken from 
the fact that the current expansion 
is not complicated by a speculative 
apartment building boom or threat- 
ened overbuilding of factories and 
office buildings. 





Today, less than 10 per cent of 
the new dwelling units are being 
built directly for rent and probably 
under 8 per cent are in large apart- 
ment structures. In the late 1920s, 
the ratio of rental units got up to 
almost 40 per cent and continued to 


flood the market for 3 years after a 
decline in home-building had set in. 
Our postwar apartment era — cer- 
tainly no more generously financed 
than that characterized by the mort- 
gage bond schemes of the 1920s—was 
safely put to bed at least four years 
ago. 

Today, office building construction 
has yet to catch up with the obsoles- 


No Helter Skelter 


But to get back to the housing 
situation. A good many people seem 
to think that builders build as long 
as lenders lend and that lenders lend 
so long as they have money, irrespec- 
tive of other conditions. That of 
course isn’t so and it certainly isn’t 
what is happening today. 

Most builders watch their markets 
very closely. While they may not 
spend a lot of time in occult economic 
analysis, they know that slow sales 
mean trouble. Irrespective of what 
the uninformed may say, there is still 
a lot of risk in the building business; 
and the builder doesn’t want to be 
caught with a row of unsold houses. 
Builders are trying to avoid that con- 
tingency today, and from all accounts 
are avoiding it pretty well. Produc- 
tion generally appears to be geared 
pretty closely to sales contracts. 

If builders were inclined to court 
disaster, or even to assume that an 
FHA firm commitment would get 
them out whole, their lenders would 
not be inclined to connive in the 
catastrophe. Lenders also watch mar- 
kets, often much too closely and ap- 
prehensively, according to some of 
their critics. At least I have never 
known lenders as a group to be in- 
dulgent in the vice of over-optimism. 
Lenders don’t like foreclosures, irre- 
spective of the protection they get 
from mortgage insurance and guar- 
antees, and they will not indifferently 
make loans where they see the chances 
weighted on the side of default. 

It is heartening also to read that 
the government agencies, too, are 
watching the market—or rather the 
numerous local markets that make 
up the heterogeneous total. This is 
as it should be, and the mere evidence 
that it is being done should breed 
confidence rather than fear. More- 
over, since the supply and demand 


cence accumulated during the 20 
years of almost unrelieved doldrums 
in this area. Factory construction 
passed its postwar peak several years 
ago and is again gathering strength 
in face of the certain demands for 
plant and equipment that can be fore- 
seen for the next decade. The build- 
ing part of the economy as a whole is 
certainly without speculative excesses. 


Building Going On 


for housing are strictly local phenom- 
ena, it is gratifying to see government 
policy directed to specific situations 
rather than applied indiscriminately 
at the market as a whole irrespective 
of the strength or weakness of indi- 
vidual circumstances. 

I do not expect the rate of house- 
building estimated for the first quarter 
of the year to continue. The extra- 
ordinarily high rates prevailing since 
the latter part of 1954 have been the 
result of a combination of favorable 
circumstances: the cumulative effect 
of policies followed by the fiscal and 
monetary authorities since mid-1953, 
a stable price situation, ample sup- 
plies of materials, improvements in 
the style and quality of the product, 
aggressive salesmanship, rising income, 
renewed confidence in the future, and 
a relatively dry and moderate winter, 
particularly in the early part of the 
season. 

The present rate of activity seems 
to be producing some brakes of its 
own. The prices of some of the com- 
monest materials, such as lumber, 
brick, cement and paint, have stiff- 
ened. The supply of a number of 
other materials such as steel, gypsum 
and roofing and flooring materials 
has been pushed to the point of 
allocation and deferred delivery. 
Piumbing equipment manufacturers 
are producing up to capacity limits. 
Mortgage money itself has become 
noticeably tighter than it was during 
most of 1954. All this is tending to 
increase the caution exercised by 
buyers, builders and lenders. 

Again, I cannot see why these 
movements should be productive of 
concern—although I expect that even 
a slight decline from the present rate 
of activity will start a wave of an- 
other sort of alarm. As I said at the 

(Continued on page 26) 


THE MORTGAGE BANKER + May 1955 19 











BUT 





HOUSING DEMAND WILL BE STRON 


AST year the nation had some- 
L thing of a business slide. It was 
a rather peculiar affair which began 
in the best business year in our his- 
tory and plunged us all the way down 

to the second best. 

But during this re- 

luctant recession, 
\ the 

industry 


construction 
went 
| along setting new 
after 
record. Nearly ev- 


record new 
ery analyst who 
this 
state of 





has 
strange 
affairs a backward 
glance has credited construction with 
having prevented the slide from being 
worse than it was; and most also say 
that the industry played a vital part 
in converting the downturn into an 
upturn. This isn’t at all unreasonable, 
because running at 


given 
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construction, 
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about $50 billion a year, is by far our 


largest processing industry; and what 
happens in construction can’t help but 
fan out through the rest of the econ- 
omy like ripples in a pond. 

Now that the general recovery is a 
fact, there are those who, 
with perhaps a touch of ingratitude, 
look on construction as a budding 
delinquent. Things are just too good 
to suit them. 


however, 


Lately we have heard our present 
construction prosperity referred to as 
“the building boom.” I think this 
catch phrase is a mistake. To me, a 
boom is a speculative over-expansion 
which is followed by a bust—the sort 
of thing that happened in the 1920's. 

If we compare what every one will 
agree was such a boom, in the peak 
years of 1926 and 1927, we find a 
world of difference from the present 
situation. It is true that in dollar 
terms, we are building about three 


times as much as we did then. But 
the dollar is a rubber yardstick, and 
it is a far smaller thing now than it 
was in the 1920’s. That’s the first big 
difference. 

The second difference is that the 
country has grown enormously in the 
past thirty years, and a bigger coun- 
try just naturally ought to build more. 

A third difference is that public 
construction, which is non-speculative, 
is a bigger share of the total than it 
was in the 1920’s. 

To draw a fair comparison, we can 
take private construction outlays, the 
area most subject to possible specu- 
lative dangers, deflate these outlays 
by using an index of construction 
costs, and then adjust for the growth 
of the country by putting them on a 
per capita basis. 

If we do this, we will have a com- 
parison of private construction per 
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capita in constant dollars; and having 
done it, we find that today’s volume 
of private construction is approxi- 
mately three-fourths as high as the 
1926 peak. 

As a check on this line of thought, 
we could also compare private con- 
struction spending with the total out- 
put of the economy, which is com- 
monly known as gross national 
product or GNP. In the peak years of 
the 1920's, private construction was 
equivalent to about 13 per cent of 
GNP; in 1954, it was barely 7 per cent. 

In short, to the question, “How 
long can this construction boom last?” 
[ would have to reply, “What boom?” 

Che real question is, “Are we build- 
ing enough?” There’s considerable 
evidence that in at least some lines, 
like schools and highways, we aren’t 


But whether the demand for a 
building is direct, as in the case of a 
home providing shelter directly to a 
family, or indirect, as in the case of 
an automobile factory to produce a 
car desired by the same family, there 
is one basic underlying fact: the de- 
mand for buildings rests upon (1) 
people; and (2) their incomes (modi- 
fied by their decisions as to what 
portion of their incomes they will 
allocateto—saving or to spending on 
various things). One could almost 
summarize the whole thing in a math- 
ematical formula: construction de- 
mand is the product of the number of 
people times the purchasing power 
they are able and willing to put into 
construction. 


This simple formula doesn’t make 
construction forecasting easy, but it 


entire population of Canada and 
Cuba, with a good bit of Central 
America thrown in, in ten short years. 

Consider the size of the market we 
are adding—Chicago every two years, 
Canada and Cuba every ten. That’s 
a market for the consumer types of 
construction, directly, because these 
people must be housed and cared for 
and taught; and since these new citi- 
zens will demand more and better 
goods (and so will the other 163 mil- 
lion of us already here) there will be 
a market for factories, stores, utilities 
and other types of producers’ con- 
struction. 

So much for people. How about 
the second factor, money? 

That, too, is fairly simple. In spite 
of last year’s peculiar recession— 
which dropped us all the way from 


Of course the present abnormally high rate of housing construction won’t continue 


indefinitely—and is there anyone who 


thought that it might? But the basic reasons for believing that construction 


will still remain at a high level are sound, and Mr. Smith cites them here. 


coming close to meeting current needs, 
not to mention accumulated backlogs. 

The foundation of the construction 
industry is the demand for building. 
To judge whether that foundation is 
solid or not, we must begin at the 
beginning with the question, “Why 
do we build?” 

Everyone is familiar with the com- 
mon division of manufactured items 
into consumer goods and producer 
goods. I believe that exactly the same 
distinction can be made for most types 
of construction, although the concept 
may seem a little unfamiliar at first. 

Some buildings are truly end prod- 
ucts. They themselves satisfy a need. 
They are used directly by the ultimate 
consumer. Homes provide shelter; 
schools provide education; churches 
fill a spiritual need; hospitals provide 
physical care. These and similar build- 
ings I would call consumer types. 

Other buildings are part of the 
productive process. They are used in 
making and distributing other goods 
and services that are desired by people. 
Factories, utilities, stores and offices 
are producer buildings, rather than 
consumer buildings. 


does help to explain the brass tacks 
of the industry. If we take refuge in 
the old phrase that has gotten many 
an economist out of a tight spot, all 
other things being equal, more people 
with more money will mean more 
construction. This seems obvious, but 
it is surprising how often we overlook 
this simple fact. 

Applying the formula to the ques- 
tion of what’s ahead for construction, 
we can come up with the first part— 
people—very handily. 

This country is growing, in abso- 
lute numbers, faster than it ever has 
before. Last year set a new record 
for babies born; and when deaths and 
immigration are taken into account, 
1954 also was a record year for net 
increase in population. 

Our population is now climbing at 
a rate of about 2,800,000 persons a 
year. At the current rate, we are 
adding the equivalent of the entire 
Chicago metropolitan area, suburbs 
and all, every two years. 

During this present decade of the 
1950’s, the population of the United 
States will rise by about 24 million. 
That is eqdivalent~to annexing the 


the best year in our history to the 
second best—the take-home pay of 
the public remained high. (That’s 
an understatement. Actually, dispos- 
able personal income of Americans in 
that recession year was $253 billion, a 
new all time record. Every bit of 
evidence at present points to another 
new record for this year.) 

With incomes and population 
growth at an all time high last year, 
we shouldn’t wonder that 1954 was 
also a peak year for construction. 
New records will almost certainly be 
set for all three of these highly impor- 
tant economic factors again in 1955. 


So far we have been talking about 
construction in general; and what 
happens to the whole won’t neces- 
sarily be true of any one of its parts, 
at least in the short run. The con- 
struction industry may be compared 
to a large manufacturing concern put- 
ting out a variety of products. Like 
the manufacturer, construction has a 
product-mix which it varies in re- 
sponse to changes in demand. There 
have been some significant changes in 
product-mix in the past few years, 
and more changes are in store. 
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Too often we tend to assume that 
housing is construction, neglecting the 
fact that the largest part of the indus- 
try is non-residential; nonetheless, res- 
idential building is about a third of 
the total. 

Residential building is now at an 
extremely high rate. 

The year 1950 was the peak hous- 
ing year in terms of units started. 
This year we will probably set a new 
record—but the composition of the 
housing output this year will be rad- 
ically different. 

First, all the emphasis in the resi- 
dential field today is on single-family 
homes. It is hardly an over-statement 
to say that the bottom has dropped 
out of the multi-family field in recent 
months. During most of the postwar 
period, according to our Dodge con- 
tract award figures, multiple dwellings 
have accounted for some 25 to 30 per 
cent of all residential floor area built. 
But in the past year, this figure has 
dropped to 9 per cent; and the trend 
is even more evident in the early 
reports for 1955. 


It will be worth exploring, for a 
moment, the reason for the sharp shift 
toward one-family homes—which is 
also a shift toward home ownership 
instead of renting. 


Housing Act a Stimulant 


Obviously, financial considerations 
are important. Prosperity, high in- 
comes and relatively easy credit have 
made it possible for more people to 
own homes than ever before. At least 
some of the stimulus to the current 
rash of housing starts can be traced 
directly to the more liberal terms pro- 
vided by the Housing Act of 1954. 

But ability to buy—whether it is 
based on cash position or credit avail- 
ability, or both—is just a permissive 
factor. Simply being able to buy 
something isn’t enough—there must 
be reasons why people buy. If pros- 
perity alone were sufficient, the mar- 
ket for raccoon coats and tandem 
bicycles should be booming now. But 
people today don’t want raccoon coats 
and tandem bicycles. 

In our preoccupation with the finan- 


cial situation—a permissive, but non- 
casual factor—we often overlook im- 
portant changes taking place in the 
basic background demand for housing, 
which explain much of the current 
emphasis on single-family, owner-oc- 
cupied homes. 

Unquestionably, the most important 
of these changes has been in the rela- 
tive cost of renting versus owning. 
Studies by the Bureau of Labor Sta- 
tistics reveal that the monthly out-of- 
pocket costs of home ownership are 
lower than rentals on similar property 
in most large cities. This study ig- 
nored the fact that a large share of 
monthly mortgage payments goes into 
equity; and when this factor is added 
in, the cash advantage of owning over 
renting becomes even more pro- 
nounced. High income tax rates play 
an important part in this situation, 
especially in the middle and upper 
income groups where tax-deductibility 
is a sizable offset to interest charges 
and property taxes. 


Another change often overlooked 
is the age factor. The highest pro- 
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portion of home ownership is found 
in the older age groups, and the aged 
make up the fastest growing segment 
of the population, percentagewise. It 
is apparent that the spread of amor- 
tized mortgages has had a lot to do 
with the higher proportion of home 
ownership among older people. The 
improved financial position of the 
aged, with the spread of pension plans 
and the establishment of social secur- 
ity, also plays a part. 

At the other end of the age scale, 
we find another important reason 
back of the emphasis on single-family 
homes. A family with children is 
much more likely to want and be 
willing to invest in a single-family 
home than a childless family; and 
the more children a family has, the 
more likely this is to be true. The 
four million children born last year, 
setting a new record, explain much 
of the single-family housing demand. 
Families are also becoming noticeably 
larger than they have been in recent 
decades. 


I suspect that the growth of home 
entertainment and the contagious vi- 
rus of the do-it-yourself movement 
explain much of the demand for 
single-family homes. The shorter 
work-week and the growth of leisure 
time play their part. To entertain at 
home, to make and do things at 
home, means emphasis on houses, and 
particularly on owner-occupied houses. 


Trend to Larger Houses 


In addition to this trend toward 
one-family homes, a second important 
change has been toward bigger houses. 
It has been estimated that the average 
floor area of houses has jumped 5 per 
cent since 1951; and the Veterans 
Administration has reported a sub- 
stantial increase in the proportion of 
GI homes in the over-$10,000 bracket. 
Back of this trend are probably two 
factors—availability of financing and 
the pressure of more children per 
family. 

We are. building houses at a tre- 
mendous clip. Non-farm dwelling 


units have been started in the past 
few months at annual rates up to 
almost a million and a half a year. 
Our Dodge contract award figures 
for January and February indicate 
that these high levels will continue at 
least for a few months. 

Can we sustain this rate indefi- 
nitely? I rather doubt it. I would 
expect some tapering off in the rate 
of starts and contracts later this year. 

But will that be disastrous? I doubt 
that, too. There may be periods and 
places where housing will remain un- 
occupied longer than the builders or 
owners would like. But, in general, 
and over the long run, the demand 
for housing in this country will re- 
main strong. 

Much is heard about the fact that 
new household formations today equal 
only about half the number of new 
housing units started. A household, 
by definition, equals one occupied 
dwelling unit; thus, the argument 
runs, if we build a million new units, 
and only form half a million new 
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households, half a million new dwell- 
ing units will remain unoccupied. 

This just isn’t so, because much of 
the demand for new housing comes 
from old households—the ones with 
growing numbers of children or with 
rising incomes or accumulated sav- 
ings. Obviously, if we add to our 
stock of homes more than we add to 
households, there will be vacancies, 
but not necessarily in the new housing. 

In this connection, we must keep 
in mind two facts: first, a substantial 
number of dwelling units are de- 
stroyed each year, although we have 
practically no statistics on how many; 
and, second, a sizable number of those 
which are not destroyed are so sub- 
standard that they should be torn 
down. Vacancies in this type of 
housing would be highly desirable. 
If we built as many as 300,000 units 
a year for replacement only, we would 
replace our present stock of housing 
only once in 150 years—and obvi- 
ously, a lot of our housing isn’t built 
to last that long. 

It is true that net new household 
formation is at a low ebb right now. 
This reflects the low point in births 
reached in the depression some 22 
years avo. From here on, we cCan 
expect a gradual rise in household 
formations for a few years, and be- 
ginning about 1961, a tremendous 
upsurge to heights never before 
known. During this coming five-year 
period, I would expect housing de- 
mand to be sustained, not at a million 
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and a half a year, but certainly well 
over a million, by all of the factors I 
have mentioned. 


I would expect to find some local 
problems, some temporary gluts and 
vacancies, especially in rental prop- 
erties in some localities. I would ex- 
pect credit to remain available on 
relatively easy terms. But I don’t be- 
lieve, and I can’t find any other con- 
struction economist who believes, that 
we are facing a boom-and-bust situ- 
ation in housing so long as the rest of 
the economy remains prosperous—as 
it apparently will remain. 

Certainly, the construction industry 
will contribute its share to the general 
prosperity in 1955. 

School building, which now ac- 
counts for nearly a third of all non- 
residential building, will set new rec- 
ords this year and in years to come. 
The number of children in every 
grade will continue to increase at least 
through 1960. The children who will 
enter school in the next five years are 
already born, so this isn’t speculation. 


Other Strong Demands 


Other community buildings which, 
like schools, follow the trends of 
growth and movement of population, 
will behave in a similar fashion. These 
include hospitals, churches, public 
buildings, and social and recreational 
facilities. Never underestimate the 
importance of this group. In 1954, 
for the first time, these community 


buildings (including schools) totaled 
more than half of all nonresidential, 
exceeding industrial and commercial 
building combined. 


Public utilities will respond to the 
same demand factors. 


Commercial and industrial build- 
ings, being producer types, are bound 
to respond to the demand pressures 
of a growing and more prosperous 
population. There is one important 
footnote, however. During and after 
the Korean War, industrial facilties 
apparently reached a temporary satu- 
ration point; they were the only major 
construction category (other than 
apartments) to show a drop in the 
record year of 1954. Industrial plans 
indicate a continued drop this year, 
to a relatively low point. But, with 
demand pressures increasing, this type 
of building should begin to show an 
upturn before long. Commercial 
buildings respond more directly to 
population growth and movement, 
and should set a new record in 1955. 


Highway needs are obvious. The 
number of cars has approximately 
doubled in the past ten years; our 
highways are woefully far behind. 
Probably for as far as we can see into 
the future, we will witness high levels 
of highway building. 

The basic demand for building is 
good, and promises to stay that way. 

As condensed from Mr. Cline’s 
text at ABA’s savings and mortgage 
conference in New York. 
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The Market for Mortgages in 
the Mutual Savings Banks 


By EARL B. SCHWULST 


President, The Bowery Savings Bank, New York 


INCE 1950 the mutual savings 
~ banks have increased their mort- 
gage holdings from approximately $8 
billion, or 36 per cent of assets, to 
nearly $15 billion, or 51 per cent of 
assets at the end of 1954. It would 
seem entirely safe for savings banks 
to carry from 60 per cent to 65 per 
cent of their assets in mortgages, 
especially if a substantial portion of 
those mortgages are insured by the 
FHA or guaranteed by VA. To bring 
existing portfolios up to 60 per cent 
of assets would require, as of now, an 
additional $3'% to $4 billion of mort- 
gages; and to bring the portfolio up 
to 65 per cent would require, as of 
now, an additional $41 to $5 billion 
of mortgages. With a normal rate of 
increase in assets and a normal liqui- 
dation and payoff in the existing port- 
folios, these banks would be required 
to invest from $3 billion to $4 billion 
a year in mortgages. 

It is apparent, then, that the sav- 
ings banks offer an inviting market 
for mortgages if the economy needs 
the housing and the other construc- 
tion available for mortgage financing. 
I have no doubt that if we can keep 
our economy running along on its 
present even keel, with substantially 
full employment, we shall continue 


to need a tremendous amount of 


building and housing construction of 
all kinds. And this notwithstanding 
the fact that housing starts at present 
are running considerably ahead of the 
rate of family formation. We have a 
tremendous backlog of slums to be 
dealt with and a tremendous amount 
of otherwise obsolete housing that 
ought to be replaced with new and 
better housing. 

It is obvious, however, from the 
relative increase of mortgages as a 
percentage of savings banks 
that quite a number of the banks 
have completed the operation of get- 
ting out of the top-heavy investment 
in government bonds which they had 
at the end of World War II and that, 
progressively, their participation in 
the mortgage market will be confined 
to replacing amortization and payoffs 
and the investment of the proper 
proportion of the annual increase in 
their deposits. This means that the 
savings banks, as a whole, will prob- 
ably not be quite as aggressive a fac- 
tor in the mortgage market in the 
future as they have been in the years 
just past. 

The fact that most mortgage loans 
in savings banks are amortized is 
placing them in a position to make 
forward commitments against antici- 
pated payoffs. I am informed that 


assets 


forward commitments of the mutual 
savings banks are at an all time high. 
The ability to make forward commit- 
ments is very helpful to mortgage 
originators and to builders, because 
they can count well in advance upon 
a certain minimum amount of mort- 
gage money that will be made avail- 
able to them from these banks. The 
Bowery, for instance, commits ahead 
for as long as eighteen months, and 
a number of our mortgage originators 
are placed upon what we call a mort- 
gage budget arrangement. This in- 
volves our committing a certain sum 
of mortgage money to the specific 
mortgage originator each quarter, the 
mortgages under the commitment to 
be delivered within a period of from 
twelve to eighteen months—which 
easily covers the period of construc- 
tion. 

We have also developed with a 
group of banks in New York a central 
warehousing pool which has been 
found useful to a number of our orig- 
inators. This arrangement supple- 
ments, sometimes in very marked 
degree, the lines of credit which these 
originators obtain locally, and it 
speeds up the process of delivering 
mortgages by the originator after the 
houses are completed and sold. He 
does not have to wait for a call from 


The mutual savings banks continue to be heavy buyers of mortgage loans and will continue to be 


“if.” as Mr. Schwulst observes, “the economy needs the housing and other construction 


available for mortgage financing.” But why, he asks, haven’t life companies invested in mortgages 


on the same basis? 


greater need for liquidity—‘I should 


considerably less.” 


tendency toward a slightly greater firming 


It cannot be, 


4s to interest 


in his 





Earl B. Schwulst 


opinion, that there is a 


think their need for liquidity would be 
rates, in the near-term there may be some 


up than we have recently seen. 
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us before delivering his mortgages. 
As soon as they are ready, he sends 
them up to New York where all the 
papers are examined by counsel for 
the warehousing pool, and then the 
mortgages go directly into the pool 
and the originator gets his money. 
Counsel for the pool is also counsel 
for our bank. Much time is saved in 
the examination of papers, because 
the examination is actually completed 
long before the Bowery is ready to 
take the mortgages into its own port- 


folio. 


Life Company Loans 


The pool also serves a very useful 
purpose, particularly from the Bow- 
ery’s standpoint, in that it promotes 
an even fiow of mortgages into the 
Bowery’s portfolio. The flow of funds 
into the Bowery naturally fluctuates 


from time to time, and sometimes 
widely, because of influences over 
which the Bowery has no control. 
When funds become temporarily 
scarce for some reason, the mort- 


gages which the Bowery is committed 
to purchase can pile up in the pool. 
When the Bowery happens to be un- 
usually flush with funds, the level of 
the mortgages in the pool drops be- 
the Bowery 
“take” from the pool. 


cause can increase its 


Thus, this pooling arrangement 
works much to the advantage 
of mortgage originators, builders and 
The Bowery Savings Bank. It makes 
the whole financing the 
construction and sale of homes much 
steady, and 


very 


process of 


smoother, much 


much more dependable. 


more 


The latest figures I have show that 
the life insurance companies have 
per cent of their assets in- 
vested in mortgages. I have never 
understood why a life insurance com- 
pany stands in any greater need of 
liquidity than does a mutual savings 
bank. I should think its need for 
liquidity would be considerably less. 
I am wondering if the life insurance 
companies have not overlooked an 


only 31 


opportunity to invest much more sub- 
stantially in home mortgages insured 
by FHA or guaranteed by VA. If 
those companies were to invest 60 per 
cent of their existing assets in mort- 
gages, they would represent a market, 
as of now, for an additional $25 bil- 
mortgages, and, of course, 
their replacement requirements and 


lion of 
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new investment requirements to main- 
tain that percentage would run into 
a goodly number of billions of dollars 
a year. 


With some lag, mortgage rates tend 
to maintain a certain relationship with 
long-term money rates as measured 
by the yield on long-term government 
bonds. The yield on long-term gov- 
ernment bonds is influenced by the 
relationship between the supply of 
and demand for long-term investment 
funds, or savings, and it is also influ- 
enced by the fiscal policies of the 
government and by the credit policies 
of the Federal Reserve System. For 
some time now, Treasury and Re- 
serve policies have favored a firming 
tendency in the long-term interest 
rate. This has been made possible by 
the fact that the government has not 
had to resort to an effective inflation 
of the currency in order to meet heavy 
budgetary deficits. It has been due 
also to some feeling of concern on the 
part of the Treasury and the Federal 
Reserve authorities that the economy 
may have been expanding at a little 
too rapid a rate and that a somewhat 
higher of credit would keep 
things under better control. This has 
been observed over the past year in a 
drop in government bond prices and 
an increase in interest rates all along 
the line. It would not be surprising 
if this trend continued in at least 
some small degree. Moreover, there 
has been a heavy demand in our busy 
and prosperous economy for long- 


cost 


term funds. 


U. S. Won't Interfere 


I doubt that the Treasury or the 
Reserve authorities will do anything 
to check the pace of the economy so 
suddenly or so drastically as to cause 
any real let-down in business or any 
substantial amount of unemployment. 

I believe that the interest rate pic- 
ture may show, for the near-term fu- 
ture, some tendency toward a slightly 
greater firming-up in interest rates. 
This may mean that mortgage lenders 
may have to reconcile themselves to 
perhaps a little larger discount on the 
mortgages they have to sell. I don’t 
think this trend is likely to be unduly 
marked. 

The Bowery, like most large invest- 
ment institutions with a continuously 
heavy inflow of funds to invest, tries 


to keep itself fully invested and does 
not pay too much attention to the 
interest rate trend. If the mortgage 
rate remains out of line with that 
trend for any considerable period of 
time, the Bowery, like the other insti- 
tutions, will favor securities. On the 
other hand, if the yield on securities 
remains out of line with the trend, 
the Bowery and those institutions will 
favor mortgages. Generally, the vari- 
ous forms of investment stay pretty 
much in line with each other, and, in 
general, the investment institutions 
can follow pretty closely whatever 
program they have set for themselves 
with respect to the proportion of 
assets which they try to keep invested 
in the various types of investment— 
mortgages, corporate securities and 
government bonds. 


ACCORDING TO COLEAN 
(Continued from page 19) 


outset, no one ever seems to feel easy 
about the state of the mortgage mar- 
ket. Rather, I think we should be 
gratified to see the forces of the mar- 
ket place at work and to see the 
private enterprise system showing 
signs of being able to accomplish its 
own adjustments. 


I do not foresee that these adjust- 
ments will be serious. Competition 
is too keen, from materials manu- 
facturer to distributer to builder, to 
permit a marked price rise. And if 
this were not so, the bargaining habit 
that the buying public has got itself 
into, despite its rising income, would 
help to hold it in line. The money 
supply too is sufficiently ample to 
prevent a real shortage of funds or 
an unsettling rise in interest rates. 
In short, the adjustments that appear 
even now to be in process are of a 
tempering and moderating rather 
than a sharp or disruptive sort. 


The year will undoubtedly end with 
a new record high in the volume of 
home mortgages and a new record 
high in the amount of expenditure 
for home construction. But it will 
fall short of the record number of 
new dwelling units started by perhaps 
as much as 100,000. All in all it 
should be a good year, a year of 
steady activity, and a year of satis- 
factory progress in the improvement 
of the living standards of our people. 
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MORE 


PROFITS 


or You by Making More 
CONVENTIONAL LOANS 


By DALE M. THOMPSON 


President, City Bond 
and Mortgage Co., 
Kansas City, Mo. 


GU acacome loans— are 
they the mortgage banker’s sal- 
vation? If so, must we as mortgage 
bankers choose between .making FHA 
and GI loans on the one hand and 
conventional loans on the other? Is 
our salvation as mortgage bankers 
dependent upon our total avoidance 
of FHA and GI loans and our exclu- 
sive attention to conventionals? 

Not at all. We all recognize that 
no mortgage company can claim to 
offer its clients a comprehensive mort- 
gage service without including FHA’s 
and GI’s. We all will admit that 
these government-sponsored loan pro- 
grams have made an important con- 
tribution to the techniques of conven- 
tional lending. This is not the place 
to contrast the lending practices of 
the 1920’s with those now followed. 
All of us who have been in the busi- 
ness for 25 years or more recognize 
that a fundamental change for the 
good has taken place. No small part 
of the credit for this improvement is 
due to those who developed the un- 
derwriting techniques and the lending 
patterns introduced in the mid-thir- 
ties by FHA. 

No, our choice as mortgage bankers 
is not between making conventional 
loans on the one hand or FHA and 
GI’s on the other. Rather, it is the 
choice between making nothing but 
FHA and GI loans or making both 
conventional and government guar- 
anteed loans, with the proper use of 
both. My thesis is that our salvation 
as mortgage bankers lies in the second 
choice. 


As a means of developing that 
thesis, a word about some of the basic 
differences between conventional and 
government insured and guaranteed 
loans would be in order. 

First, the conventional lender is 
required to lean upon his own judg- 
ment of the prop- 
erty and borrower. 
He must make his 
own appraisal, his 
own analysis of 
the property and 
neighborhood, his 
own rating of the 
borrower’s credit 
and ability to pay. 
He can’t fall back 
upon the govern- 
ment insurance or guaranty to cover 
up his mistakes. He is entirely upon 
his own. 

Second, the conventional lender is 
able to adjust the terms to fit the 
risk. One of the basic weaknesses in 
the FHA and GI programs, in the 
opinion of many experienced lenders, 
is the rigidity of the terms. This is 
partially offset by the permission of 
premiums and discounts—but only 
very slightly. This, at best, is a poor 
substitute for a flexible rate. The 
result is that FHA and GI money 
tends to seek out only the most attrac- 
tive areas and types of business and 
to by-pass other business which might 
be attractive at a higher rate. The 
VHMCP is an attempt to solve by 
artificial means a resulting problem 
which probably would disappear 
quickly if FHA and GI rates could 
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seek their own level. Fortunately, 
the conventional lender is not faced 
with such controls. His rates and 


terms are fixed by competition and 
by free negotiation between him and 
the borrower. Consequently, conven- 
tional money usually is plentiful even 
in times when FHA and GI money 
are tight. FNMA and direct govern- 
ment lending have been the result of 
the government’s effort to make FHA 
and GI money available at artificially 
low rates. We can recognize the 
threat to private lending which these 
activities represent. Their need would 
be largely eliminated by the same flex- 
ibility of rate which exists in conven- 
tional lending. 

Third, the 
lending is much broader than FHA or 
GI. Generally speaking, FHA and GI 
loans are limited to single-family 
houses. Conventional include 
not only all types of housing, but also 
commercial and industrial real estate 
and all other types. According to 
Federal Reserve figures, the total ur- 
ban mortgage debt at the end of 1954 
was $103 billion. 
four family houses accounted for $75 
billion. The remaining $28 billion 
was secured by types of real estate 
largely untouched by the FHA and 
GI programs. Even in the financing 
of housing, the FHA and GI loan 
plans are somewhat less important in 
point of volume than conventional 
At the end of 1954, the total 
FHA and GI loans out- 
standing was $31.5 billion. This rep- 
resented 42 per cent of the $75 billion 
of housing loans. The remaining 58 
per cent, or $43.5 billion, were con- 


area of conventional 


loans 


Loans on one-to- 


loans. 
volume of 


ventionals. 

You would assume, however, that 
the percentage of FHA and GI 
loans was increasing rapidly and that 
conventionals were losing ground. 
Let’s see what actually happened 
during 1954. The total housing debt 
increased from $66 billion at the end 
of 1953 to $75 billion at the end of 
1954, a net increase of $9 billion. 
Surely, with the great revival of FHA 
activity and with the spread of GI 
lending on the no downpayment plan, 
not to mention the no-no downpay- 
ment, most of this increase must have 
been represented by these government 
guaranteed loans. Such, however, was 
not the case. Only 38 per cent of the 
increase were FHA and GI’s and 62 
per cent were conventionals. The 
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total outstanding FHA and GI loans 
increased from $28.1 billion to $31.5 
billion, a net increase for the year 
of $3.4 billion, whereas conventional 
loans on one-to-four family houses in- 
creased from $37.9 billion to $43.5 
billion, a net increase of $5.6 billion. 
Actually, FHA and GI loans repre- 


sented a slightly smaller per cent of 


the total housing debt at the end of 
the year than at the beginning. 

How does all of this fit into my 
thesis that the mortgage banker’s 
salvation lies in greater emphasis upon 
conventional lending? I can support 
it with four cornerstones: Profi- 
ciency, Profit, Prestige and Profes- 
sional Standing. 


The Profits in Conventional Lending 


>»? Proficiency: Webster defines pro- 
ficiency as the state of being expert 
and adept, as going forward or mak- 
ing progress in the acquisition of 
knowledge and skill in any particular 
field. It is self-evident that the mort- 
gage banker who learns how to make 
conventional loans and who engages 
largely in this activity will become 
more proficient in the basic skills of 
real estate financing than the lender 
who makes nothing but FHA’s and 
GI’s. He must be able to appraise the 
property and neighborhood, to under- 
write the borrower’s credit and to fit 
the terms to the mortgage risk. All 
too often in making FHA and GI 
loans the only test he applies is 
whether or not the loan can be sold. 
If I were the investment officer of a 
large insurance company or savings 
bank—even if, for legal or other rea- 
sons, I wanted to confine my real 
estate loans in a certain area to FHA’s 
and GI’s—I would prefer to buy these 
FHA and GI loans from a mortgage 
banker who also was active in con- 
ventional lending. I believe I would 
have more confidence in his skill in 
picking good loans. 


2»? Profit: Mortgage bankers prob- 
ably are less concerned about imme- 
diate profits than most businessmen. 
Their point of view is long-term. 
Their principal objective is to put on 
their books desirable business which 
will produce, year after year, a steady 
flow of compensation. This is one of 
the reasons why the wise mortgage 
banker is placing increasing emphasis 
on conventional business. The average 
conventional loan is larger, which 
means that it produces a greater serv- 
ice fee in proportion to the work to 
be done. At the same time, the cost 
of servicing is lower because ordinar- 
ily the credit is stronger, the equity 


greater and the likelihood of delin- 
quency less. Furthermore, this busi- 
ness is more likely to stay on the books 
for the contract term. Borrowers are 
more stable and less likely to sell, with 
resulting refinancing. Moreover, most 
conventional loans are protected by 
restricted prepayment options. If you, 
as a mortgage banker, were purchas- 
ing the business of one of your com- 
petitors, you could afford to pay a 
higher price for the conventional serv- 
icing than for FHA and GI. 


Another important item from the 
standpoint of profit is the question of 
turnover. The volume of business 
which you can do for the year, per 
dollar of invested capital, depends in 
part on the time required to negotiate, 
close and deliver your loans. If you 
can reduce the over-all processing 
time from four months to two months, 
you can do twice the volume of busi- 
ness on the basis of the same capital 
and bank credit. 


Profit Opportunities 


Then, too, the field of conventional 
lending includes many types of prop- 
erties not covered by the guaranteed 
loan program. The mortgage banker 
who is equipped to make conventional 
loans has a much wider area of opera- 
tions. This means that his profit op- 
portunities are greater and especially 
since the exclusive conventional field 
includes some of the most profit- 
able types of business, such as loans 
on larger commercial and industria! 
properties. 

Add to these considerations the fact 
that fees and charges are unregulated 
in conventional lending and can be 
negotiated to fit the work involved. 
You then will agree, I believe, that 
the long range salvation of the 
mortgage banker from the profit 


standpoint lies in more conventional 
activity. 

>> Prestige: The prestige of any 
mortgage banking firm depends, in 
part, on the quality of the business it 
handles. Moreover, the period of time 
required to establish its position and 
standing in the community and the 
degree of skill and experience re- 
quired by the type of business it does 
are factors reflected in its prestige. It 
is no reflection upon those recently 
established in the FHA and GI brok- 
erage business, nor upon the quality 
of FHA and GI loans, to point out 
that a conventional loan business is 
the product of years of effort and re- 
quires a high degree of skill and ex- 
perience. 

>> Professional Standing: Is mort- 
gage banking a trade or a profession? 
Are we brokers or bankers? Possibly 
these are differences only in termin- 
ology, but I believe that a more basic 
difference is involved. The opening 
chapter of the MBA text on Mortgage 
Banking states that the mortgage 
banker’s primary function is that of 
extending credit on real estate. He, 
like the commercial banker, controls a 


segment of the credit system and is re- 
sponsible for the use of this power for 
the public good. This implies that he 
possesses the basic skills to analyze the 
facts and to arrive at independent 
judgments which guide him in the ex- 
tension of credit. The economic wel- 
fare of the real estate industry de- 
pends upon the soundness of the 
decisions made by him and by hun- 
dreds of other mortgage bankers, act- 
ing independently of each other on 
the basis of their individual judg- 
ments. This is the very essence of the 
free enterprise system. 


Praise for FHA and VA 


Both FHA and VA are highly re- 
spected for the quality of their work, 
and for the services they perform. I 
am sure we shall continue to cooper- 
ate with them and to make generous 
use of their facilities. It is not suffi- 
cient, however, that we merely be- 
come skillful in filling out the various 
forms that they require. If our only 
contribution is drumming up the busi- 
ness and processing the paper work, 
we may not be too far removed from 
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direct government lending and _ the 
elimination of mortgage banking as a 
private business. It would be unfor- 
tunate, both for us and for the eco- 
nomic welfare of the country, if we 
should become entirely dependent 
upon these agencies and should com- 
pletely abdicate our responsibilities as 
mortgage bankers in their favor. On 
the other hand, if we as experienced 
responsible lenders work with these 
agencies on the basis of mutual confi- 
dence and cooperation, the FHA and 
VA programs can continue to be an 
important supplement to private lend- 
ing. 


Fortunately, the flow of real estate 
credit still remains predominately un- 
der private control. It behooves us as 
mortgage bankers to keep in good 
repair the basic skills of our profes- 
sion and to maintain within ourselves 
the courage and the power of inde- 
pendent decision. Thus, I submit that 
our salvation as mortgage bankers, the 
salvation of our profession, depends 
upon our continued emphasis upon 
conventional financing. 
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Crossroads of Obsolescence 


Mr. Beeth is the immediate 

past president of the Society of 
Residential Appraisers. Author of 
many articles on appraisal 
subjects, including a thorough 
study of the obsolescence caused 
by proximity to airports, he has 
also taught appraising in several 
local schools. Experienced 

in all types of appraising, he has 
particular interest in 

residential work as an aid to 
brokerage. The salesmen in 

the office of the Hamline Twin 
City Real Estate Company, 

of St. Paul, of which Mr. Beeth is 
president, are trained to make 

an appraisal of each listing, 

both to facilitate sales and 
financing. Mr. Beeth is also a 
inember of the American Institute 
of Real Estate Appraisers and 
serves on the special piir pose 
appraisal division of 


the Admissions Committee. 
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N THE Twin Cities, we have 
l sharply turned a corner. It is a 
corner that we oldtimers among the 
appraisers have been scanning the ho- 
(in vain) for 15 years. Since 
late January, the 
typical buyer has 
discounted ob- 
solescence. 

During that long 
period of urgency 
in seeking shelter, 
five rooms of liv- 
ing space seemed 
to command what- 
ever price was 
asked without re- 
gard for location, design, convenience 
or other items that mortgage lenders 
had been accustomed to reckoning 
with in their appraisals. But recently 
buyers have become selective—even in 
the nothing-down, 25-year 
loans. 


rizon 
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face of 


One new subdivision near St. Paul, 
carrying VA financing, has 10 or 12 
houses ready for occupancy. They 
have been ready for six weeks. It 
takes only $400 down to buy these 
homes in the $10,000 bracket. The 
obstacle is that the location is a poor 
one; there is no public transportation 
available and there are no shopping 
facilities nearby. The builder has 
called in a real estate broker to help 
with the sales. The broker is running 
half-page ads, but even so had not 
made any sales. Other large builders 
are also employing brokers to make 
sales of houses which formerly sold 
easily from the “self-service” shelf. 

There was a time when anything 
sold easily. It doesn’t work that way 
any more. On a panel appraisal of 
a subdivision north of town, poor 
drainage requires a large drain field 
fingering out from the dry well at 
$400 or $500 extra construction ex- 
pense. The houses are depreciated 
due to this item of obsolescence. 

A subdivision appraisal three months 
ago on a panel appraisal for the VA 
had a row of houses backed up to a 
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railroad right of way. No deprecia- 
tion had been taken on the houses 
then but the lot prices were cut down. 
This plat was changed and submitted 
for reappraisal last week. Now 10 
per cent was taken for depreciation 
on the houses to be built on these lots. 


The first evidence of the acknowl- 
edgement of obsolesence has been in 
the difficulty of selling in distant sub- 
divisions and particularly those with- 
out adequate water, sewage disposal, 
shopping and transportation. Buyers 
are talking to our salesmen about the 
nuisance of maintaining wells and 
septic tanks. Quite a number of these 
buyers (who are prospects for older, 
close-in homes) have been living on 
the outskirts for five or six years. They 
are ready to come back to the city. 
Distances are being measured in min- 
utes—and degree of congestion! 

In the Twin Cities, we are ap- 
proaching a saturation point for spec- 
ulatively built houses, not only in the 
$10,000 class but also in the brackets 
up to $20,000 and $25,000. Our 
office recently sold for $28,000 a home 
that had been built at a cost of $29,- 
000 three years before. The seller had 
spent considerable money on the land- 
scaping and had to absorb a sales 
commission out of the lower price. 

This doesn’t mean, however, that 
the market is dead or that we have 
incurred serious overbuilding. It means 
that we are getting into a truly com- 
petitive market. Real estate is being 
sold on a “bid and ask” basis. Buyers 
point out faults in the floor plan as 
well as location; they expect an ad- 
justment to be made accordingly. In 
new areas where the builder has be- 
come accustomed to having his price 
tag set for him by a government 
agency, the buyers look and inquire. 
When no adjustment is offered, they 
go on looking elsewhere. Seldom does 
a buyer come back weeks later to find 
out whether the price has come down. 
At that point, even a lower price is 
little help because the supply of pros- 
pects has dwindled so during the first 
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few weeks when a property is on the 
market. The builder, like the seller 
of older homes, must learn imme- 
diately to price his product properly 
at the outset in order to avoid the 
stigma of shopworn merchandise. 

The mortgagee has a vital interest 
in the competitive position of his se- 
curity, too. His appraisal should be 
one that can be a guide to the builder 
as well as the loan committee. It must 
recognize possible obsolescence. 

Some of. the buyers who are now 
shopping for larger, older homes have 
been living in newer homes having 
three bedrooms. A family of six can 
be accommodated for sleeping in 
those houses but they are short on 
living space. There are no dining 
rooms. The kitchens are cramped be- 
cause they must provide dining space. 
The living room is too small. The 
only place the children have to play 
in is the basement. In a climate of 
long cold winters, the older home with 
its extra room or two and the larger 
room areas offers a big advantage. 
These older homes are enjoying a 
strong market if they are realistically 
priced. 

Every reader of trade publications 
in the real estate field knows that 
there has been a tremendous change 
in the type of buyer with the advent 
of GI financing. The trend for young 
people to start out with new homes 
has spread to FHA and conventional 
financing as well. The trend toward 
larger families is also well known. The 
appraiser and the mortgage lender 
need to have a mental picture of 
typical families in the market today. 

The vast majority are young cou- 
ples between 25 and 35 years of age, 
with from one to three children. In 
our area, the typical salary is from 
$250 to $300 per month, with some 
potential for increases as time goes 
on. These families have no cash. 
They are buying shelter in terms of 
720 to 800 square feet of living space, 
with a basement but ordinarily with 
no expansion provisions in the house 
itself. The prices run from $10,000 
to $12,000. They need three bed- 
rooms, so they are crowded without 
a dining room. These typical buyers 
are not finding a comfortable solution 
to their shelter needs, but they know 
that they must put up with the mini- 


sion to have to measure obsolescence- 
either functional or economic. People 
bought to get a roof over their heads. 
One of the “bundle of rights” that is 
basic to value, in any pile of mortar 
and lumber and brick that we call a 
house, is the right of enjoyment, the 
pure pleasure that comes from owning 
the home and from living in it. Man 
is willing to pay for the creature com- 
forts that such home ownership will 
afford him. And, the more comfort- 
ably the house is arranged, the more 
he will pay. The more “creature com- 
forts” the home provides for, the more 
value the home will have. In order 
to estimate the effect that the lack of 
some of these “creature comforts” will 
have upon a possible selling price 
(and thus upon value) one must draw 
upon experience. 

Another typical family in today’s 
market is that in which the parents 
are in the 35 to 45 year age bracket. 
They, too, have three or more chil- 
dren but they have a down payment 
of $1,000 to $2,000 (which may have 
been garnered from the equity in the 
sale of the smaller home they had 
been living in). The heads of these 
families earn from $400 to $450 and 
have established positions. They are 
shopping for space and comfort in 


the $13,000 to $15,000 range. Many 
of them are finding what they need 
in older homes. 

A third group of buyers is made up 
of the couples from 35 to 45, or older, 
who have no families. They are buy- 
ing in the $20,000 to $25,000 bracket. 
While they, too, want comfort and 
convenience, primarily they do not 
need much space and they usually 
have two cars so they can be sold new 
houses in outlying areas. Some of 
them are still anxious to buy new 
houses because they are keeping up 
with the Jones’s but that incentive for 
disp!ay in home ownership has almost 
vanished from the general real estate 
scene. Comfort is by far the most 
important factor in today’s sales. 

The premium that buyers seemed 
always to place on newness is becom- 
ing less important. Nevertheless, Prof. 
Edward E. Edwards, of the School 
of Business of Indiana University, 
writing in the March issue of The Re- 
view of the Society of Residential 
Appraisers, reports that in some cities 
there are still enough buyers interested 
in the novelty of a new house to keep 
prices of new houses considerably 
above the prices of equivalent older 
homes (provided that good locations 

(Continued on page 49) 
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During the years of housing short- 
age, we have not had too much occa- 
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VITAL STATISTICS f. 


LTHOUGH the general business recovery is plainly proceeding much more rapidly and 
A more broadly than was anticipated, attention this month again focuses on the spectacular 
stride being made by mortgage finance and building. 

For the first two months of the year, the dollar volume of mortgage recordings [1] was 42 
per cent ahead of that of a year ago. Even more striking was the increase in the mortgage 
acquisitions of life insurance companies [2] during the same period as compared with last year: 
FHAs up 47 per cent, VAs up 171 per cent, conventionals up 41 per cent, farm mortgages up 
21 per cent. 

Impressive as these increases are, they pale at the breath-taking rise in VA appraisal requests 
[3], which climbed again in March and piled up for the first quarter a 100 per cent increase over 
the number of requests in the first quarter of 1954. While the total quarter-to-quarter increase 
in FHA activity was only a feeble 4 per cent, the number of applications for insurance on 
home mortgages alone (excluding the asphyxiated rental housing program) rose by more than 
+) per cent. 


The vigorous rate of housing starts [4] reflects the ease with which, up to this time at least, 
liberal mortgage terms could be obtained. The number of new privately owned units started 
in March hit a record of 116,100, exceeding even that of March, 1950. For the first quarter 
of the year, the average seasonally adjusted annual rate is around 1.4 million, which, if sus- 
tained, would let 1955 top 1950. 


There are increasing signs, however, that the tightening of money rates, as evidenced in the 
way bond yields [7] have been creeping up during the past several months, is now being reflected 
in the mortgage market. The acceptability of the 30-year no-down-payment loan now seems again 
on the wane, though credit on more conservative terms remains ample. 

The continued expansion of industrial production and the growth in department store sales 
[6], along with the substantial increase in non-residential as well as residential building [5], show 
a widespread buoyancy that promises to make 1955 outdo both 1954 and 1953. 





l Recordings of Mortgages of $20,000 or Less (non-farm) 
(millions of dollars) 
—1955— —1954— First 2 Months 
Feb. Jan. Feb. Jan. 1955 1954 
Savings and loan associations... $ 702 $ 688 $ 517 $ 467 $1,390 $ 984 
Commercial banks ........ Sey 365 379 274 263 744 537 
Insurance companies .......... 151 164 105 108 315 213 
Mutual savings banks.......... 116 128 85 85 244 169 
Mortgage companies and others. 624 665 444 449 1,289 894 
. | PRR Scan os. re $1,958 $2,024 $1,425 $1,372 $3,982 $2,797 
Source: Home Loan Bank Board. 
2 Mortgage Acquisitions by Life Insurance Companies 
(millions of dollars) 
—1955— —1954— First 2 Months 
Feb. Jan. Feb. Jan. 1955 1954 
Non-farm . § 443 $ 479 $ 277 $ 281 $ 922 $ 558 
FHA of eo he 66 69 44 51 135 95 
oa 118 161 46 57 279 103 
SN gett uaas Ci ee Sat 259 249 187 - 173 508 360 
ae 52 42 42 36 94 78 
8 ee eg oie, $ 495 $ 521 $ 319 $ 317 $1,016 $ 636 


Source: Institute of Life Insurance. Data include non-residential as well as residential mortgages. 
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5 for the Mortgage Banker 


Applications to FHA for Insurance on New Construction, and 
3 Appraisal Requests to VA on New Construction 
(number of units) 














—1955— —1954— _—_—«First 3 Months. 
Mar.” Feb. Mar. Feb. 1955" 1954 
FHA applications ............ 36,679 28,548 37,349 25,703 91,294 87,385 
Units in home mortgages.... 35,597 28,349 28,055 20,008 89,593 63,070 
Units in project mortgages. . . 1,082 199 9,294 5,695 1,701 24,315 
VA appraisal requests......... 71,939 64,192 36,501 34,407 182,335 91,032 
Sources: Federal Housing Administration, Veterans Administration. »Preliminary 
4, Number of Non-farm Housing Units Started 
—1955— —1954— First 3 Months 
Mar.” Feb.” Mar. Feb. 1955” 1954 
EE eyes pees 116,100 88,600 93,200 73,900 292,500 232,200 
PES b wiwincchc.avntany Ge bloc Rien 900 1,400 2,000 1,300 2,500 4,600 
vic snake chet 117,000 90,000 95,200 75,200 295,000 236,800 
Source: U. S. Department of Labor. »Preliminary; figures are revised three months after issuance. 
5 Expenditures for New Construction Put in Place 
(millions of dollars) 
| —1955— —1954— First 3 Months 
Mar.” Feb. Mar. Feb. 1955" 1954 
PIE, 64 sks tcas oscguara=xe 4s $2,151 $1,986 $1,779 $1,637 $6,198 $5,126 
| Residential (non-farm) ...... 1,145 1,034 863 758 3,290 2,437 
Non-residential building... .. 559 548 469 474 «1,648 ~—s«1,429 
| Public utility ....... athe 328 294 326 292 924 917 
Farm and other............ 119 110 121 113 336 343 
RSS Pere pas 768 658 788 709 2,152 2,231 
Waa cette tindeabngaas $2,919 $2,644 $2,567 $2,346 $8,350 $7,357 
; ee - ——E ————————— - — — — ——— _ ———__—$—$——— 
| Source: U. S. Departments of Commerce and Labor. ’Preliminary. 
| 6 General Business Indexes 
(1947-49=100) 
—1955— -1954— First 3 Months 
Mar. Feb. Mar. Feb. 1955” 1954 
Industrial production*......... 135” 133 123 125 133 124 
Wholesale prices ............. 110° 110.4 110.5 110.5 110.2 110.6 
Department store sales*........ 112° 112° 105 109 114 107 
Sources: Federal Reserve Board, U. S. Department of Labor. “Estimated. »Preliminary. 
*Seasonally adjusted. 
| Bond Yields 
—1955— -1954— First 3 Months 
. Mar. Feb. Mar. Feb. 1955 1954 
. Long-term U.S. governments: 
3%4% issue of May, 1953, 
UE cb bht ke dadanearos 2.92 2.92 2.73 2.85 2.87 2.83 
. Other long-term issues....... 2.71 2.72 2.51 2.60 2.69 2.60 
| High-grade municipals 
(Standard & Poor’s)....:... 2.45 2.42 2.38 2.39 2.42 2.42 
' Moody’s corporates, total... .... 3.20 3.18 3.14 3.23 3.18 3.24 | 
: Moody’s Aaa corporates....... 3.02 2.99 2.86 2.95 2.98 2.96 | 
H a - = — a 
Source: Federal Reserve Board. | 
a 
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A Better Servicing Job Is Needed 


This life company official thinks that many correspondents could 


do a much better job of servicing than they are doing. His other 


complaints: failure to make re-inspections, negligence in sending 


remittance reports on schedule and neglect in delinquency cases. 


AM a firm believer in the cor- 
| respondent system, but I have one 
pet peeve and that is the tendency on 
the part of some correspondents to 
do what I consider a very lackadais- 
ical job of servicing. In a word, serv- 
and needed it) 
some years ago is, in part at least, a 


icing as we knew it 


lost art, an art which we should re- 
capture before it is needed again. 
Some of the habits which I think 
could be improved on are: 
>> A tendency at times not to be 
sufficiently aggressive in insisting that 
borrowers meet mortgage payments 
and taxes promptly when due. We 
are always willing to consider sym- 
pathetically the hardship case, but in 
general our belief is that nothing is 
to be gained by dragging along with 
a chronic delinquent. 
>> Failure to keep the home office 
properly informed as to what action 
is being taken and what arrangements 
made for settlement when a loan 
Much needless 
correspondence by both the corre- 


becomes delinquent. 


spondent and the home office could 
be eliminated by better lines of com- 
munication and a more informative 
attitude on the part of the corre- 
spondent. 

>> Failure to make re-inspections of 
mortgaged property in line with 
scheduled program. Contrary to the 
opinion expressed in these articles 
recently, we have had considerable 
success with this program and believe 
it to be well worthwhile. 
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>> Remittance reports not sent in on 
schedule. This is particularly annoy- 
ing when the final report of the 
month is not received in time so that 
the payments may be deposited that 
month. When this occurs, the state- 
ment of interest outstanding seem- 
ingly shows a large default which 
probably would not have been so at 
all if the reports had been sent out 
on the scheduled dates. 


I am certain that there are none of 
the points listed above or items of 
similar nature that cannot be cured 
with mutual cooperation and a closer 
relationship between the correspond- 
ent and the home office. 

One of the most important com- 
ments which has been made in these 
articles in my opinion was “Don’t 
Forget Visits to the Home Office.” I 
believe that it is important for the 
principals in the correspondent’s office 
and the head of the mortgage or 
investment department to make regu- 
larly scheduled visits to keep a close 
relationship and working knowledge 
of local conditions. However, I also 
believe that an occasional visit to 
either the correspondent’s office or 
the home office by the servicing man- 
ager will pay dividends in better un- 
derstanding and improved servicing. 


Better Communication Lines Needed 


“Communication” between investor and correspondent—or the lack 


of it in too many cases—is seen by this life official as something that 


can stand a good deal of improvement in many respects. 


fe, Re carapace nape has 
been a popular topic recently 
for authors of articles on employer- 
employee relationship. Some even see 
a trend to over-communication. How- 
ever, we have yet to see much evi- 
dence of it between correspondents 
and the home offices of institutional 
investors. 

The great disadvantage that we in 
the home office operate under is, nat- 
urally enough, the fact that we are 
not on the spot to exercise our own 
independent judgment. Be it a loan 
application or a servicing problem, we 
must rely upon the correspondent to 


submit data and information in every 
case which will enable us to form a 
reasoned opinion. To the extent that 
the correspondent is able to fulfill this 
function of keeping the home office 
informed, to that extent will the expe- 
ditious handling of his problems flour- 
ish or languish. 

The duties and obligations of a 
correspondent are spelled out gener- 
ally in a rather formidable legal docu- 
ment which, by whatever name it is 
known, is the contract between him 
and his principal. Normally, little 
reference is made to it. The effec- 
tiveness of a correspondent is mani- 

















fested not only by his record of pro- 
duction and servicing, but also to a 
substantial extent in the day-to-day 
interchange of communications by let- 
ter, wire or telephone. From the home 
office viewpoint, the main considera- 
tion is that it have all the facts for 
every case necessary to make a sen- 
sible and fair decision. To point up 
this subject, we will mention briefly 
several phases of the operation: 


Applications 

Residential Loans: On residential 
loan applications, the experienced cor- 
respondent will usually furnish the 
required loan exhibits properly filled 
out. However, there is frequently spe- 
cial information about new neighbor- 
hoods, or about the applicant or such 
as the existence of special assessments, 
violations of zoning ordinances or re- 
strictions, encroachments or easements 
that is not supplied. The type of 
photograph furnished is very impor- 
tant. Matters such as these can be 
troublesome in considering an appli- 
cation and when it comes time to pur- 
chase or close the loan. 


Income Properties: Income proper- 
ties may cover a variety of types of 
loans, an apartment house, block of 
stores, industrial property. The prop- 
erty may be existing or to be built. 
On commercial properties the tenancy 
may be single or multiple. Each com- 
pany probably has its own special 
requirements with respect to the infor- 
mation needed on property 
applications. Without delving into all 
of the various information that is 
needed, it is only necessary to point 
out that an incomplete presentation 
invariably jeopardizes favorable con- 
sideration of this type of application. 


income 


Not only is it troublesome for the 
home office to have to go back to the 
correspondent for additional informa- 
tion, but it is also embarrassing for a 
correspondent to ask additional infor- 
mation from an applicant since the 
natural reaction is encouragement, 
with the consequent disappointment 
if the application is finally rejected. 


Servicing 

Defaults: To intelligently decide 
what to do, it is highly important for 
the home office to receive adequate 
information as to the cause of a de- 
fault and also to receive definite rec- 
ommendations from the correspondent 
regarding the procedure to be fol- 


lowed in handling it. The lender 
wants his loan in good standing, but 
the people handling this phase of 
work in the home office are not in- 
human. If there is hardship, we want 
to know. We cannot know if the 
correspondent does not let us know. 
It is hard to stress too much the need 
for complete reports on defaults. 


Prepayments: There is probably no 
phase of servicing that requires closer 
meeting of the minds between the 
home office and correspondent than 
the matter of considering prepayment 
of loans contrary to the options in the 
mortgage papers. Mortgage invest- 
ments are made by the home office as 
long range investments. It is expen- 
sive and troublesome to have them 
paid contrary to their terms, even if 
a premium is collected or a substitute 
new loan is provided. 

Ordinarily we prefer to insist upon 
strict observance of the mortgage in 
respect to repayment. However, we 
have to be realistic and there is ever 
the hardship case where a borrower is 
transferred to another city and cannot 
sell his house subject to the mortgage, 
or has entered into a binding contract 
to sell without reference to his right 
to pay the mortgage. In all such cases 
involving unusual circumstances, the 
home office can come to a fair deci- 
sion Only by being in possession of all 
the facts. A full and complete expla- 
nation should accompany all requests 
for prepayment outside of the mort- 


gage contract. 


To restate the case, it is the corre- 
spondent’s obligation to so inform the 
lender that the latter can confidently 
make as clear a judgment as if he 
were sitting at the correspondent’s 
desk. 


In stating these remarks from a 
home office standpoint, we are aware 
that we are facing.a contrasting view 
from some correspondents that the 
home office also may be negligent at 
times in keeping correspondents in- 
formed of changes in policy or in 
giving clear reasons for actions taken. 
Let us all strive toward greater effort 
to make our communication facilities 
as efficient as possible and try to vis- 
ualize the type of information we 
would like to have if we were in the 
other fellow’s shoes. 


This monthly forum of discussion 
of home office and correspondent 
problems is open to anyone who 
would like to come in and express 
an opinion or register a complaint. 
It’s been appearing in these pages 
for several months and already there 
is evidence that some of the ideas 
and suggestions have taken root and 
helped in ironing out annoying situ- 
ations. That was the underlying idea 
all along. If you have an investor or 
correspondent problem, submit it to 
the editor. Contributions appear un- 
signed. 





Make Sure of 


Protection in Wisconsin 


e Whether lending, buying or selling, secure the 
advantages of truly comprehensive title insurance 
—through policies issued by the Title Guaranty Company of Wis- 
consin. More than adequate resources, plus thorough knowledge of 
our home state, plus years of experience . . . add up to efficient service 
and utmost protection in all your Wisconsin real estate transactions. 


TITLE GUARANTY COMPANY 


OF WISCONSIN .. . Unit of 


734 North 4th Street, MILWAUKEE 3, WISCONSIN 
TITLE INSURANCE, Statewide . . . ESCROW SERVICE, Milwaukee County 





MAXIMUM Title 





Wisconsin Bankshares Corporation 
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How Fair Are Servicing Agreements ? 


dgreements that permit the investor to terminate them on a 


moment's notice put the correspondent in a precarious position. 


What is needed is a standard agreement upon which both investor 


and the correspondent could model their own individual contracts. 


NE of the most vital and impor- 
QO tant functions of the Mortgage 
Bankers Association is to bring closer 
together the life insurance companies 
and their correspondents, and to assist 
them in solving mutual problems. 


At the present time, a deplorable 
situation exists in the matter of the 
terms and provisions of the servicing 
agreements between the insurance 
companies and the correspondents. 
In these agreements there is an entire 
lack of uniformity and a substantial 
lack of objective. A small portion of 
them give consideration both to the 
safety of the insurance company and 
to the welfare of the correspondent; 
on the other hand, a large portion 
consider only the position of the in- 
surance company, omitting entirely 
the security and welfare of the corre- 
spondent. Too many of these agree- 
ments, by their terms, permit the 
insurance company to terminate the 
agreement and withdraw the portfolio 
from the correspondent without any 
cause whatever, or for a minor tech- 
nical breach or default on the part of 
the correspondent, and without pay- 
ment of any compensation to the 
correspondent or perhaps a small, 
inadequate token payment. 

Many of these contracts are not 
good for either the insurance com- 
pany or the correspondent. Where a 
correspondent has servicing agree- 
ments with two or more insurance 
companies, as most correspondents 
have, he will, of course, favor the 
principal with which he has the fair- 
est and most favorable contract. 
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Why should a correspondent build 
a portfolio for some insurance com- 
pany that can take it away from him 
at its whim? The argument is made 
that insurance companies just don’t 
do this so long as the correspondent 
does a good job. This is a fallacious 
argument. One carries fire insurance 
on his home even though the home 
has never yet burned down. It would 
be just as logical to argue that no 
insurance company should want to do 
business with a correspondent who is 
so irresponsible and gullible as to 
leave his financial welfare entirely to 
the whim of an insurance company 


rather than keeping control of it him- 
self. 

The correspondent who is in the 
unfortunate position of having all or 
a major portion of his servicing con- 
tracts terminable at the whim of the 
principal, without adequate compen- 
sation to the correspondent, is obvi- 
ously in a very insecure position. This 
hurts his credit standing and makes it 
impossible for him to undertake long- 
term commitments which would be 
beneficial to his business and which 
he could do if his affairs were on a 
sound basis. 

MBA could render a valuable serv- 
ice to both insurance companies and 
correspondents if this matter were 
given a thorough study by a commit- 
tee appointed for that purpose, and 
brought up for discussion at some of 
our clinics. 

It certainly should not be difficult 
to develop a form of servicing agree- 
ment which would be fair and equi- 
table both to the principal and to the 
correspondent. 


ance HONOR 


tgage Loans - Coast to 





aos 





SPECIALISTS IN 














How Far Can We Stretch Service Fee? 


OW many additional services 

formerly performed by the in- 
vestor can the correspondent take on 
before reaching the danger point in 
cost? 

The correspondent receives today 
the same service fee that he received 
twenty years ago even though his 
costs have tripled and quadrupled— 
but he performs many more services 
than he did then. Twenty years ago, 
for the one-half of one per cent serv- 
ice fee, the correspondent, as a rule, 
was only required to: Collect and 
remit payments, service delinquencies, 
obtain tax and insurance statements 
for payment and see that they were 
paid after checks were returned from 
the investor and to make yearly in- 
spections of the properties. At that 
time, costs were about one-third of 
what they are today. 

Today, 20 years later, the corre- 
spondent’s remuneration is the same. 
But, in addition to the services men- 
tioned above, he has now acquired 
and performs the following additional 


services—ali costly: Retains all es- 
crow funds from which disbursements 
are made for taxes, FHA insurance 
and hazard insurance, and this neces- 
sitates furnishing the investor with 
monthly or quarterly trial balances, 
reconciliation reports and other data. 
He retains insurance policies for 
which he is responsible and must see 
that adequate coverage is in force 
at all times; and this necessitates hav- 
ing extra employees to do nothing 
but handle this properly. Some inves- 
tors have now started the single- 
debit system, and this requires addi- 
tional reports by the correspondent. 

Don’t misunderstand; I am all for 
keeping the escrow funds and insur- 
ance policies, believing that the corre- 
spondent can give better and quicker 
service to the mortgagor. However, if 
the correspondent will analyze his 
expenses, the number of extra em- 
ployees, and the amount of extra 
space which he has to have to render 
these extra services, I believe that 
most of them will be amazed to find 


out what it is costing. The investor’s 
expenses should be reduced consid- 
erably as a result of this shift. 

Formerly, some of the cost could 
be absorbed by the correspondent 
when he received higher acquisition 
fees. However, with the drastic re- 
duction of income from this source, 
because of the increasing amount of 
paper work required in the case of 
FHA and VA loans, the income re- 
ceived from the brokerage fee is prac- 
tically all absorbed in the cost of 
processing the loan. This leaves the 
correspondent to perform all the 
many services which he does today 
for the same remuneration which he 
received 20 years ago. The one sav- 
ing feature has been that with full 
employment the correspondent’s cost 
in servicing delinquent loans has been 
very modest in relation to other costs. 

Should not some adjustment be 
made? Why not a service fee of one- 
half of one per cent for the first seven 
years and three-quarters of one per 
cent thereafter? For, as many corre- 
spondents will agree, the service fee 
is not all gravy. 








NIRENSTEIN’S 


NATIONAL REALTY 
MAP COMPANY 


ANNOUNCING 
OUR NEW ATLAS 
OF THE PACIFIC 
FAR WEST 


The Nirenstein National Realty Map Company has just completed 
3 brand new volumes of real estate maps covering 60 principal 
cities and 10 decentralized shopping areas in the Far West: 


ARIZONA MONTANA WASHINGTON 
CALIFORNIA NEVADA WYOMING 
COLORADO NEW MEXICO CANADA 
IDAHO OREGON HAWAII 
CLOCKINGS — AERIAL VIEWS 
PHOTOGRAPHS REAL Estate HIsTorRIEs 


Real Estate Maps of the downtown business districts of all prin- 
cipal cities in the entire country now available! Size 23” x 36”. 


Miniature copies of all maps available. Size 17” x 22”. Write 
today and ask to receive on three-day approval basis copies of 
the maps of the cities in which you operate. 


377 DWIGHT STREET, SPRINGFIELD 3, MASS. 
Established 1924 


PUBLISHERS OF THE 
NATION'S FOREMOST 
REAL EsTATE ATLASES 
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THE 


MORTGAGE BANKER IS LIABLE 


Another in this series of excursions into the field of title insurance 
which Mr. Gill has been writing for The Mortgage Banker. Here he is 
concerned with the mortgage banker’s liability, when he is liable 
and when he isn’t, and the situations that can arise in the lending 
operation which can put the lender in a position he never contemplated. 


By McCUNE GILL 


President, Title Insurance Corporation of St. Louis 


OR many years mortgage bankers 

have been making 
loans, and later selling them to the 
ultimate investing institution. The 
payee in the without 
An abstract of title shows 
the mortgage or deed of trust to be 


real estate 


note endorses 


recourse. 


a first lien. 

After making such an assignment of 
the note and mortgage, has the mort- 
gage banker any further concern with 
the transac- 
tion? Specifi- 
cally, is he or 
it liable on an 
“implied war- 
ranty,” if the title is afterward found 
to be defective, or the mortgage not 
a first lien, because of something not 





record when the loan was 
and hence not shown on the 
abstract? 


WARRANTY: The decisions of 
the hold that a mortgage 
banker who sells or assigns a mort- 


shown of 


made 


courts 


gage is liable to the investor or as- 
signee on an implied warranty of 
genuineness, priority and title (even 
though not liable for nonpayment), 
if the deed of trust or note is later 
found to have been: 

|. forged, or maker nonexistent, 

2. executed by a maker having no 

capacity to contract, 
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paid in whole or in part, 

void because of a legal defect, 
whether shown of record or not, 
subject to a prior unknown 
mortgage, or one fraudulently 
released, 

subject to mechanics’ liens filed 
later but prior in lien, 

subject to the rights of previous 
holders of the paper. 


APPLICATION: This implied war- 


danty applies to assignments of: 


l. 
9 


«=. 


3, 


negotiable instruments, 
non-negotiable instruments, 

is effective even though the de- 
fect was not shown of record, 


even though the agent did not 
know of the defect, 

even though the paper was en- 
dorsed without recourse, 

was already negotiable and 
hence was not endorsed by the 
assignor. 


AGENCY: The mortgage banker is 


liable on the implied warranty, 
whether: 

1. acting as owner of the security 
or 

2. as agent for an _ undisclosed 


principal. 


PROTECTION: The 


mortgage 
banker, however, can fully protect 
himself or itself by requiring that 
title insurance, issued by a financially 
responsible title insurance company, 
be furnished by the borrower. Even 
though the investor might be willing 


to accept less 
protective ti- 
tle evidence, 
such as an 
abstract, there is no reason why the 
mortgage banker should assume such 
a risk himself, especially as he can 
obtain protection without expense to 
himself, the title policy being paid 
for by the borrower. Title policies 
protect against the above defects, but 
abstracts of title do not. 





STATUTE: The Negotiable In- 
struments Law says that every person 
negotiating or selling a negotiable 
instrument, such as a note, mortgage 
or deed of trust, even though such 
sale or transfer be only by mere de- 
livery of the papers, or by qualified 
endorsement without recourse, im- 
pliedly warrants: 


1. that the instrument is genuine 
and in all respects what it pur- 
ports to be. 


2. that he has a good title to it, 
and 

















3. that all parties had capacity to 
contract. 


COURT DECISIONS: 

1. One of the decisions was in a 
suit brought by an investor against 
an agent or note broker, because the 
note was proven to be a forgery after 
the agent had sold it to the investor. 
The agent contended that he only 
represented the owner of the note 
and it was not his duty to inquire as 
to the genuineness of the signatures 
of the makers of the note, nor was he 
negligent in this instance. The court, 
however, held that even though the 
investor may have known that the 
broker was such, the broker was nev- 
ertheless liable, inasmuch as the bro- 
ker did not disclose the name of his 
principal. “Under these circum- 
tances,” said the court, “the broker 
or agent is to be held as principal. 
And it appears to be very well settled 
that the vendor of a note even with- 
out endorsement, is responsible for 
the genuineness of the paper. He is 
considered as representing the note to 
be signed and endorsed by the per- 
sons whose names appear upon it in 
that character.” 

2. The holder of a deed of trust 
had obtained an abstract of title and 
an attorney’s opinion showing that 
the deed of trust was a first lien on 
the land. The deed of trust was as- 
signed as part of the purchase price 
of a lot and building. The note was 
endorsed without recourse. The rep- 
resentation by the assignor was in 
good faith and without knowledge 
that there was in fact a prior deed 
of trust on the land that not 
shown in the abstract. The court held 
the assignor liable on an implied war- 
ranty of priority. Said the court, 
“What did the vendor sell? A prom- 
issory note, a first lien on real estate? 
But it was not a first lien, and that 
it should be was the most material 
thing in the bargain. The 
‘without recourse’ in the endorsement 
only exempt the endorser from lia- 
bility in case of nonpayment. They 
do not exempt him if the note turns 
out not to be genuine or not a first 
lien. The honesty of intention with 
which the false declaration is made is 
not material.” 


was 


words 


3. An agent sold a forged deed 
of trust and note to a woman investor 
who acted through her husband. The 
agent did not know that the docu- 


ments 
re 
forged 
and made 
no ex- 
press warranty of genuineness. The 
notes were endorsed by the payees 
without recourse. Nevertheless, the 
court held the agent liable, saying 
that any person selling or assigning 
a negotiable instrument whether he 
is the owner thereof or the agent of 
an undisclosed principal who owns 
them, warrants the genuineness of 
the signature to the note and this is 
so even though the assignor’s name 
does not appear on the note. The 
assignor, even without endorsing, is 
responsible for the genuineness of the 
paper, by an implied warranty. And 
the court said that it is wholly imma- 
terial whether the agent knew that 
the paper was forged, and his inno- 
cence was not a defense. 

4. In the next case the seller of 
the deed of trust endorsed the note 
without It was discovered 
later that the deed of trust was void 
because it had been signed by a com- 
pany under the jurisdiction of the 
Public Service Commission and the 
authorization of the Commission had 
not been obtained. The court held 
that the purchaser of the deed of 
trust and note could recover the pur- 
chase price from the seller. 

5. A realty and loan company sold 
a deed of trust and notes to an in- 
vestor and gave the investor an ab- 
stract of title showing the deed of 
trust to be a first lien. The realty 
company’s officers and employees 
thought the deed of trust was indeed 
a first lien, but the fact was that it 
was not a first lien because two prior 
deeds of trust had been released by 
other persons on fraudulent and false 


wie 





recourse. 


affidavits as to loss and payment of 
notes. The court gave judgment 
against the realty and loan company 
even though its officers and employees 
did not know about the falsity of the 
releases and did not intend to de- 
fraud, and even though it was shown 
to be the custom of agents and in- 
vestors to rely on abstracts of title 
which show only the state of the 
record title and afford no protection 
against false and fraudulent releases 
of prior deeds of trust. 

6. A realty and loan company act- 
ing by one of its employees sold a 
deed of trust and notes to an inves- 
tor. The notes were payable to an- 
other employee, who endorsed them 
without recourse. It was later found 
that the names of the mortgagors had 
been forged by the first employee. 
The court held that the realty and 
loan company was liable to investor. 

7. A real estate company sold a 
building loan to an investor. Later a 
mechanic’s lien for materials was 
filed. The court held the real estate 
company liable to the investor even 
though representations as to priority 
of the deed of trust were made by an 
employee of the real estate company 
and were verbal and not written. 

8. In two cases the real estate 
company sold or assigned deeds of 
trust some years after they were exe- 
cuted. In the meantime, taxes had 
accrued and were not paid. The ab- 
stracts had not been continued to the 
date of assignment. In each case the 
real estate company was held liable. 

9. Sometimes an agent will seek 
to avoid liability for representations 
by saying that “the foregoing state- 
ments are based on information which 
we regard as reliable.” In one case 
the sellers of securities were held li- 
able notwithstanding such a clause. 
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9. 


Report to the Members 


CLINIC CONCLUSIONS 


A very successful Clinic in Tulsa—and the largest Clinic ever held outside New York 
or Chicago, in the city of Birmingham—have just been concluded. Some observa- 
tions follow: 


Servicing is the heart of your mortgage lending operations—do a first-class job of it. 


The Voluntary Home Mortgage Credit Program has many advantages. It reduces direct govern- 
ment mortgage lending. It enables you to discover new areas heretofore considered remote. It keeps 
your staff virile by working on challenging loans. It will add good loans to your account that you 
would not otherwise obtain. 


Lenders must assume more risk to preserve the mortgage business for private enterprise. The history 
of the monthly-payment loan proves that the old margin of loan-to-value can be increased. State 
laws should be changed to increase loan-to-value ratios or even eliminate the requirement in favor 
of the “prudent man” rule. 


Greater care, more accuracy and thoroughness must be used in processing FHA and VA loans. 
Forms mean exactly what they say, and rigid honesty must be followed in completing them. 


Do not expect the current year always to be bigger than last year so far as residential construction, 
mortgage recordings, etc., are concerned. 

Mortgage money will be less abundant this year than last, but adequate to meet every legitimate 
need. Rates will be higher, but well within the bounds of reasonableness. 

The greatest attraction for new business comes from the consideration, thoughtfulness, honesty and 
care you demonstrate with the customers you already have. 


Carefully study MBA literature. It contains the best ideas on the mortgage business that can be 
assembled. Many members are now skipping over this important information and thereby losing 
ideas that should be available to them. 


Give more and more attention to the development of your conventional loan business. 


PERPETUAL PROSPERITY? 


Most people would like to believe that prosperity can be perpetual, but practically all doubt that it can. 
The underlying basis for this doubt is that for every rise there must be a fall, that the area above the line 
on a graph must be balanced eventually by an area below the line on the same graph, that good is limited. 
Ignorance and fear are the only things that keep us from perpetual prosperity. Education, research, cour- 
age and confidence are overcoming these. While we could have a recession, or even a depression, there is no 
law that makes such a course of action unavoidable. We can take real comfort in the fact that while we 
may not achieve perpetual prosperity during our lifetime, it is nevertheless a present possibility and we are 
working toward it. 


Coo ae 


WALLACE Moir President 








40 


THE MORTGAGE BANKER + May 1955 

















MBA Directory 


FOR SERVICE TO MEMBERS 
OFFICERS 





President 

Wattace Morr, President, Wallace Moir Company, 
130 El Camino, Beverly Hills, California. 

Vice President 

LINDELL PerTerson, President, Chicago Mortgage 
Investment Company, 209 South La Salle Street, 
Chicago. 

Secretary-T reasurer 

Georce H. Patrerson, Mortgage Bankers Associa- 
tion of America, 111 West Washington Street, Chicago. 
Assistant Secretary-T reasurer 

Frank J. McCase, Jr., Mortgage Bankers Associa- 
tion of America, 111 West Washington Street, Chicago. 


Ww 
General Counsel 
SamuEL E. Neer, Mortgage Bankers Association of 
America, 1001—15th Street, N.W., Washington, D. C. 
Director, Department of Accounting and Servicing 
W. James Metz, Mortgage Bankers Association of 
America, 111 West Washington Street, Chicago. 
Assistant Director, Department of Accounting and 
Servicing 
Epwarp J. DeEYounc, Mortgage Bankers Association 
of America, 111 West Washington Street, Chicago. 
Director, Education and Research 
Lewis O. Kerwoop, Mortgage Bankers Association 
of America, 111 West Washington Street, Chicago. 
Assistant Director, Public Relations 
Ropert J. Beran, Mortgage Bankers Association of 
America, 111 West Washington Street, Chicago. 


7 
COMMITTEE CHAIRMEN 


Executive 

LinDELL Peterson, President, Chicago Mortgage 
Investment Company, 209 South La Salle Street, 
Chicago. 

Clinic 

Joun F. Austin, Jr., President, T. J. Bettes Com- 
pany, 616 Fannin Street, Houston. 

Conventional Loan 

Lon Wortu Crow, Jr., Executive Vice President, 
Lon Worth Crow Company, 55 S.W. 8th Street, 
Miami. 

Educational 

Wa ter C. Netson, President, Eberhardt Company, 
207 South 6th Street, Minneapolis. 

Farm Loan 

A. L. Bartiett, Jr., Vice President, Bartlett Mort- 
gage Company, 815 Felix Street, St. Joseph, Missouri. 
FHA 

FraNKLin D. Ricuarps, Vice President, Richards, 
Alstrup and Redman, Inc., 712 Washington Building, 
15th and New York Ave., N.W., Washington, D. C. 


Finance 
Tuomas E. Lovejoy, Jr., President, The Manhattan 
Life Insurance Company, 120 W. 57th St., New York. 


Financing Minority Housing 

James W. Rousse, President, James W. Rouse & 
Company, Inc., 14 West Saratoga Street, Baltimore. 
Gl 

B. B. Bass, President, American Mortgage & Invest- 
ment Company, 101 First National Building, Okla- 
homa City. 

Insurance 

Georce H. DovENMUEHLE, President, Dovenmuehle, 
Inc., 135 South La Salle Street, Chicago. 


Legislative 
J. W. Jones, Jones-West Mortgage Company, Rio 
Grande National Building, Dallas. 


Membership 

R. C. Larson, Executive Vice President, C. A. Lar- 
son Investment Company, 348 North Camden Drive, 
Beverly Hills, California. 


Membership Qualifications 
E. R. Hatrey, President, General Mortgage Cor- 


poration of Iowa, 1021 Fleming Building, Des Moines. 


Mortgage Servicing 
Frep K. Corpes, Vice President, The Bowery Savings 
Bank, 110 East 42nd Street, New York. 


Pension Fund 
Rosert E. Goupssy, President, Jersey Mortgage 
Company, 280 N. Broad St., Elizabeth, New Jersey. 


Redevelopment, Conservation and 
Rehabilitation 

Ferp Kramer, President, Draper and Kramer, Inc., 
33 West Washington Street, Chicago. 


Publicity 
LinDELL Peterson, President, Chicago Mortgage 
Investment Company, 209 South La Salle Street, 


Chicago. 


Research 
Rosert H. Pease, President, Detroit Mortgage anc 
Realty Company, 333 West Fort Street, Detroit. 


Resolutions 
Brown L. Wuat ey, President, Stockton, Whatley, 


Davin & Company, Corner Bay and Laura Streets, 
Jacksonville. 


Trust 
FRANKLIN Brigse, Vice President and Treasurer, 


The Minnesota Mutual Life Insurance Company, 
156 East Sixth Street, St. Paul, Minnesota. 


Young Men’s Activities 
Wiituiam H. Oster, Vice President, W. A. Clarke 


Mortgage Co., Second and Locust Streets, Harris- 
burg, Pennsylvania. 


GOVERNORS, REGIONAL VICE PRESIDENTS, 
ASSOCIATE GOVERNORS AND PAST PRESIDENTS 
SHOWN PAGE 1 
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HE newest MBA activity in the 

field of education will be inau- 
gurated next month at the University 
of Michigan School of Business Ad- 
ministration in Ann Arbor, with the 
initial Conference for Business School 
Deans and selected staff members. 
The meeting will be something en- 
tirely new in the fields of education 
and the mortgage industry. It marks 
the first time an industry has set up a 
program to “educate the educators.” 
For our industry it will mean that the 
educators will be better equipped for 
their assignments in mortgage bank- 
ing education in colleges and univer- 


sities. 
It is an activity which, for the long- 
term, holds great possibilities for 


achieving higher educational stand- 
ards in mortgage banking but, for 
the present, it is one that will probably 
touch fewer members than any other 
the Association has undertaken in 
many years. This is explained by the 
fact that, at this initial Conference, 
less than forty members of faculties 
from Midwestern colleges and univer- 
sities will be invited to participate. 
If the effort is as successful as antici- 
pated, the Conference is expected to 
lead to similar meetings in other parts 
of the country. 

The Conference is not directly an 
Association activity, but is sponsored 
by the Trust Committee of the Re- 
search and Educational Trust Fund 
of the Mortgage Bankers Association 
of America, the charitable trust or- 
ganized by MBA several years ago. 

While MBA’s educational commit- 
tee has made substantial progress in 
furthering the addition of courses per- 
taining to mortgage banking in col- 
leges and universities, much remains 
to be done in that field; and it is 
believed that this can be greatly ac- 
celerated by the type of seminar to 
be inaugurated at Ann Arbor next 
month. 





It will be a two-day meeting, June 
21 and 22. Educators invited will all 
reside at the South Quadrangle 
Building and the sessions will be in 
the School of Business Administra- 
tion. 

To give members an idea of the 
type of subject matter to be treated 
at the Conference, the main addresses 
are: 

The Economic and Social Signifi- 
cance of Mortgage Banking in the 
Nation’s Economy by Wallace Moir, 
MBA President and president, Wal- 
lace Moir Company, Beverly Hills, 
California. 

How Mortgage Banking Functions 
for the Home Buyer and the Income 
Property Investor by Lindell Peter- 
son, MBA Vice President and presi- 
dent, Chicago Mortgage Investment 
Company, 

Mortgage Investment Policies and 
Practices of Life Insurance Compa- 
nies and other Institutional Investors, 
by R. Manning Brown, Vice Presi- 
dent, New York Life Insurance Com- 
pany, New York, 

Panel Discussion: This Is the 
Mortgage Business, moderated by 
William A. Clarke, President, W. A. 
Clarke Mortgage Co., Philadelphia 
and immediate MBA Past President. 
Participants and their subjects are: 

Mr. Moir, Loan Correspondent— 
Life Insurance Company Relation- 
ship 

Mr. 
quirements 

Brown L. Whatley, President, 
Stockton, Whatley, Davin & Com- 
pany, Jacksonville, Florida, A Life 
Insurance Company Mortgage De- 
partment 

Aksel Nielsen, President, The Title 
Guaranty Company, Denver, Title 
Companies and the Mortgage Busi- 
mess 


Peterson, Educational Re- 




















John F. Austin, Jr., President, T. J. 
Bettes Company, Houston, Branch 
Office Operations 

Robert H. Pease, President, Detroit 
Mortgage and Realty Company, De- 
troit, Salaries and Pensions 

Byron T. Shutz, President, Herbert 
V. Jones & Company, Kansas City, 
Missouri, Capital Requirements 

The Theories and Methods in 
Mortgage Underwriting, Mr. Moir, 

FHA-insured and V A-guaranteed 
Mortgages, Mr. Austin, 

Mortgage Banking and the Schools, 
Mr. Shutz, 

Financing Commercial and Indus- 
trial Real Estate, Mr. Pease, 


The Mortgage Market Today and 
This Year, Mr. Clarke, 

The Legislative Influence in Mort- 
gage Banking, Samuel E. Neel, MBA 
General Counsel 


The faculty members from the 
University of Michigan School of 
Business Administration who are par- 
ticipating in this effort are headed 
by Dean Russell A. Stevenson and 
Associate Professor of Economics Wil- 
liam M. Hoad. 

MBA and the Research and Edu- 
cational Trust Fund have placed high 
hopes on the success of this initial 
effort. Personnel problems in the field 
of mortgage lending and investing 
have become greater during the pres- 
ent period of growth than few would 
have anticipated as recently as a 
decade ago. The future looms as a 
period where the industry will need 
an increased supply of trained per- 
sonnel; and the present educational 
facilities in our schools and colleges 
are, frankly, not adequate to meet the 
needs. It is to correct this condition 





that the Conference is being 
launched. The Association and the 
Trust Fund are looking to the future 
from a long-term point of view to 
make sure that there will be an ade- 
quate flow of personnel into the mort- 
gage industry and that those who 
choose to make our business their 
lifetime careers can be adequately 
trained for it. 


>> NEW VHMCP PROCEDURE: 
A new procedure of direct interest to 
mortgage bankers has been an- 
nounced by the National Committee 
of the Voluntary Home Mortgage 
Credit Program. Applications for as- 
sistance under the VHMCP that are 
destined for life insurance companies 
will now be referred directly to the 
home offices of the life companies. 
Hitherto, these applications were re- 
ferred by the VHMCP to the corre- 
spondents of the life insurance com- 
panies. 


The former procedure led to con- 
siderable confusion on the part of 
mortgage bankers whose _ investors 
had not informed them of their role 
in the Program. As a result, many 
life insurance companies participat- 
ing in the VHMCP received no ap- 
plications, and many mortgage bank- 
ers rejected applications which their 
principals might have accepted. 

Under the new procedure, the life 
insurance company will examine the 
applications sent to it by the 
VHMCP Offices and will then refer 
those applications in which it is in- 
terested to the appropriate corre- 
spondent, with instructions to nego- 
tiate with the applicant for a loan 
if the property proves to be accept- 
able. The mortgage banker will thus 
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Hanover 2-2592 
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have a reasonable assurance that the 
inspection of remotely located prop- 
erties is worth while. 

Only those mortgage bankers who 
have agreed to make loans for their 
own account, or who are correspon- 
dents of mutual savings banks or 
other non-insurance investors will 
continue to receive applications di- 
rectly from the VHMCP Offices. It 
is all the more important, therefore, 
for mortgage bankers in this category 
to send in their participation ques- 
tionnaires. 
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Uinies iu “Julsa ¢ 


Complete unanimity of opinion in 
the mortgage business isn’t often en- 
countered and the MBA Tulsa and 
Birmingham Clinics served to em- 
phasize that fact. On the one hand, 
mortgage bankers from the South- 
west and South contemplated the 
continued high volume of recordings, 
the booming building industry; on 
the other hand, they were aware of 
the misgivings more and more people 
seem to hold about the most liberal 
financing terms the industry has seen. 

President Wallace Moir told the 
Clinic audiences that there will be 
adequate funds to finance needed 
construction but expressed his con- 
cern about the liberal credit terms. 
“The 30-year, 100 per cent GI loan 
is too much and leading builders over 
the country recognize it as too easy 
credit.” 

Looking at the continued heavy 
volume of starts which, to many, pre- 
sent the possibility of over-building, 
MBA Vice President Lindell Peterson 
declared that he felt the situation 
would work out satisfactorily. 

“T think the tightening market will 
ease building without the government 
stepping in,” he said. 

“I am not apprehensive that there 
will be a shortage of mortgage 
money,” he said. On the 30-year 
loan, he too expressed some concern. 
The present market, he asserted, is 
not receptive to 30-year no down 
payment loans and they are selling ; 
below par.” 

A turning point may be at hand, 
in the opinion of Stewart Van Ber- 
schot of Continental Casualty Com- 
pany, who told the Tulsa audience j 
that the building boom will go 
through 1955 at its present high rate 
but some drop can be expected after 
that. 











Coe rrr me ties glihy 








>> THEY WERE THERE: In 
Tulsa, the panel groups looked into 
the VHMCP, new horizons in the : 
mortgage business and the challeng- 
ing opportunities in servicing. Below, 
luncheon group, Thomas J. Sweeney 
of Veterans Administration, R. O. 
Deming, Jr., Oswego, Kansas, Arthur 
W. Viner of VHMCP, MBA General 
Counsel Samuel E. Neel, W. C. 





44 THE MORTGAGE BANKER + May 1955 








t aud Btuningham 








“This will be a good year for the 
construction industry because of 
outstanding commitments. Housing 
starts will be high—equal to those of 
last year and maybe even higher. But 
mortgage money will get tighter. I 
do not see how the present acceler- 
ated rate of construction can be 
maintained. It is now at the rate of 
1,400,000 units annually. 

“The general economy, including 
the mortgage industry, began to rise 
last year, particularly during the last 
six months. All of the residential 
construction gain occurred during the 
last half. The year developed into a 
builders’ market insofar as mortgage 
money was concerned. At the end of 
the year the situation was different. 

“Many investors already have 
reached, or are close to, the desired 
maximum percentage of mortgages to 
assets and time deposits. Institutional 
investors, generally, cannot be ex- 
pected to increase the existing level 
of outstanding commitments in the 
months ahead. The best that can be 
expected from some is maintenance 
of present commitment levels but I 
suspect more will operate toward a 
reduction.” 

The Clinics themselves — second 
and third in the MBA 1955 series- 
highly successful. Tulsa’s at- 
tendance was more than 250 and 
Birmingham’s was 500. 


were 


Friman, president, Oklahoma Mort- 
Association, Waldo J. Bashaw, 
President 


gage 
Tulsa Clinic chairman, 


Wallace Moir, John F. Austin, Jr., 
MBA Clinic chairman, Houston, 
Jack Vesper, Tulsa and Don R. 


Nicholson, Oklahoma City; the group 
at Tulsa. From one city in Okla- 
homa, Albert Mager, B. B. Bass, Jr., 
H. B. Moffett and Dale C. Chegwin, 
all from Oklahoma City; lower right, 
from the other city in Oklahoma, 
Jack Vesper, C. Ellis Hunt, Waldo 
J. Bashaw, Louie Freese and W. C. 


Friman, all from Tulsa. 


>> THEY WERE THERE: In Bir- 
mingham, one panel group, in a work 
shop session, looked into acquisition, 
appraisal, closing, warehousing and 
sale of mortgages and another into 





the VHMCP; below, Philip C. Jack- 
son, Jr. and John C. Hall, both from 
Birmingham, R. H. Dobbs, Jr. and 
Robert Tharpe, both from Atlanta. 
H. A. Drake, Jr., Birmingham 
Clinic Chairman, Winfield W. Rief- 
ler, advisory member to the National 
VHMCP Committee and Assistant to 


the Chairman, Board of Governors of 


The Federal Reserve System, Wash- 
ington, Robert W. Warren, Jackson, 
Mississippi. 

Below, O. G. Gresham, Birming- 
ham, Stan Burrows, Chattanooga, 
L. G. Gillam, New York, A. C. 
Bryan, Chattanooga. 
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S A member of the only national 
organization in the country de- 
voted exclusively to serving the inter- 
ests of mortgage lenders and investors, 
did you know: 
>> That MBA is an association en- 
tirely unique in composition in that 
it combines in its membership all the 
principal interests in one industry, 
such as mortgage correspondents, life 
insurance and title and trust com- 
panies, commercial and mutual sav- 
ings banks, fraternal societies and 
others? 
>> That MBA’; reporting service 
from the national capital concern- 
ing developments affecting mortgage 
lending and investing is acknowledged 
to be one of the most thorough, accu- 
rate and complete of any trade group? 
>> That MBA, in an age when the 
accent is heavy on fully trained per- 
sonnel and more and better educa- 
tion, has not been just among the 
national trade associations furthering 
more education within its industry, 
but has been one of the conspicuous 
leaders in the effort? 
>> That MBA is now, and has been 
for years, conducting as comprehen- 
sive a program of meetings for its 
industry as any trade organization? 
>> That MBA has pioneered in as 
many uncharted fields in the past as 
any trade association in the country? 
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Its inauguration of a reporting and 
counseling service in mortgage servic- 
ing was something entirely new when 
it was started. It did the ground-work 
that made it possible for mortgage 
bankers to be offered blanket bond 
coverage with advantages not previ- 
ously available. It sponsored the first 
texts on mortgage loan servicing, the 
first textbook on mortgage banking 
itself. 


>> That through MBA—and only 
through MBA—can a working mort- 
gage man hope to make and develop 
the contacts in the lending field which 
are so vital to success? 


How You Can Help Your 


>> That MBA annual dues are lower 
than those of any of its contemporary 
associations serving related fields? 

>> That MBA’s prestige and influ- 
ence in governmental and legislative 
spheres accrue to the benefit of every 
accredited member firm? 

It may be true that most MBA 
members today do know these , facts, 
or at least had a fairly good apprecia- 
tion of them at one time. But 
repeating them is appropriate because 
each fact is truer than ever before; 
and since each MBA member has an 
important stake in his Association’s 
welfare, a useful purpose is served by 





it can get. 


can secure. 


can provide. 





The Kind of Members . . . 


As to what kind of members MBA wants, remember there are 
three general classifications: Regular, Limited and Associate. 

1. REGULAR: Naturally this group is the more important because 
it represents the bulk of the personnel, interests and activities which 
are the backbone of the Association. In this group are: 

a. Mortgage Bankers: To qualify, a mortgage banker’s principal 
business, or an important part of it, must be in originating, financing, 
closing, selling and servicing mortgage loans. He must have been in 
business two years. There are a great many fully-qualified mortgage 
bankers who are not members, who ought to be members and who 
would be if the proper representations were made to them. 

b. Life Insurance Companies: Almost any life company, except 
for one just beginning business or one which, for some reason, has 
remained very small and has few mortgage investments, is a good 
prospect. And MBA want; and needs every life company member 


c. Banks, commercial and mutual savings: The same holds for 
banks, almost any bank is a good prospect. We have a great deal to 
offer them that they can use and we can use every one of them we 
Banks are more and more interested in FHA and VA 
lending and need the specialized mortgage service which only MBA 


d. Fire and Casualty Companies: This is another valuable 
classification. To qualify, companies must invest “a substantial por- 
tion of their assets in first liens on real estate.” 

e. Abstract and Title Companies: These are highly eligible and 
most welcome members and the same general provisions apply. Almost 
any abstract and title company is a good prospect, but a few are too 
small to justify membership in a national association. 

f. Trust Companies, Colleges, Public or Private Investment 
Funds, Pension Funds: The same general qualifications apply for this 

(next page) 




































ir Association Progress 


we 





MBA’s growth has been substantial and sound but there is still some distance to 
travel to make it completely representative of mortgage lending and investing 


reminding him of the value of his 
own membership. 

This year is MBA’s 42nd. Through 
years of work contributed by thou- 
sands of members, it has become one 
of the great national trade associa- 
tions, one whose views and opinions 
are respected in the councils of busi- 
ness, finance and government, a group 
with great prestige in the economic 


By R. C. LARSON 
Chairman, MBA Membership Committee 


life of the nation. More could be 
said on that score which would fur- 
ther enhance the value of member- 
ship in the eyes of each member; but 
it would still constitute a part of the 
record that is behind us, it would still 
represent past accomplishment rather 
than present gain and future pros- 


pects. 








. . . the Association Wants 


group. Members such as these are highly desirable, can add greatly 
to the Association’s progress and only in rare instances could one be 
found which would not qualify. 


2. LIMITED MEMBERS: This classification of MBA member- 
ship is slightly different from regular membership and the five divisions 
are: 

a. Persons, firms or corporations eligible for regular membership 
but who do not wish to have the right to vote or hold office. 


b. Persons, firms or corporations whose business is that of mort- 
gage broker, the term “mortgage broker” being defined as one who 
does not service mortgage loans but who acts as broker between orig- 
inating mortgage loan correspondents and investors in mortgages for 
the sale of mortgage loans on properties located in various geograph- 
ical areas of the United States. 

c. Fire and casualty insurance companies which do not invest 
a substantial portion of their assets in first liens on real estate but 
which are in accord with the aims, objectives and standards of the 
Mortgage Bankers Association of America. 


d. Abstract and title companies which do not invest a substan- 
tial portion of their assets in first liens on real estate but which are 
in accord with the aims, objectives and standards of the Mortgage 
Bankers Association of America. 

e. Trust companies, colleges, public or private investment funds, 
pension funds, and similar institutions which do not invest a substan- 
tial portion of their assets in first liens on real estate but which are in 
accord. with the aims, objectives and standards of the Mortgage 
Bankers Association of America. 


3. ASSOCIATE MEMBERS: Branch managers, attorneys, public 
accountants, officers, and employees of members holding regular 
membership. 
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And the present and the future 
are what we are all most vitally inter- 
ested in—and particularly your Asso- 
ciation’s Membership Committee this 
year. MBA numbers among its more 
than 2,000 mem- 
bers the leading 
lending and in- 
vesting institutions 
in every phase of 
the mortgage in- 
dustry. But to pro- 
gress further, to re- 
cord even greater 
achievements for 
its industry, to 
show even more 
worthwhile accomplishments, it can- 
not pause in its growth. 

To maintain its past record can 
mean only one thing—an even more 
representative group of members, an 
Association which even more com- 
pletely represents the mortgage field. 
And that is where every member 
comes in because every member ought 
to regard himself as a member of a 
committee-of-the-whole to increase 
the value of his own membership. 
He can do that in no better way than 
by suggesting new and qualified mem- 





R. C. Larson 


























bers and working actively to bring 
them into MBA. 

So, if you will regard it as that, 
this is a request to you for help in 
increasing the value of your own 
membership by making your Associa- 
tion more valuable—in the one way 
you can do so: by making it stronger 
and more representative. 

Now, just what kind of members 
do we want, what measuring sticks 
do we use, how do we qualify them? 
A few might say “the Association is 
too big now, the meetings are so 
crowded you can’t see anyone .. .” 
etc., etc. Personally, I can sympathize 
with a part of that point of view, but 
the hard, cold fact is that almost 
nothing successful has ever reached 
a stage of development with someone 
coming forward to say “this is where 
we stop.” We have to continue to 
expand because, in this field as in 
any other, there are certain losses 
(i.e., by mergers, acquisitions, change 


of policies, etc.) which must be re- 
placed. But what we are seeking in 
MBA isn’t so much numbers but the 
most representative group of lenders 
and investors. 

What can you, as a member, do to 
help MBA become an even better 
organization, to increase the value of 
your own membership? Your Mem- 
bership Committee suggests that you 
give careful thought to companies 
which can qualify, in any of the 
various classifications described in the 
qualifications section on pages 46-47. 
List them in the boxed form shown 
in space below, tear it out and mail 
to me. Then our Committee will be- 
gin an intensive solicitation of these 
companies. We will place them on the 
MBA mailing list for a period of time 
to receive the same services which 
members receive. If, during this pe- 
riod, any of the regular MBA meet- 
ings are in session, they will be at 
liberty to attend (otherwise these 


meetings are usually limited to mem- 
bers). A word of caution: Always 
advise in advance of a _prospect’s 
name before anything is done. In 
some instances, a prospect may have 
been proposed for membership in the 
past and rejected. 

In short, we will do everything we 
can to present to your prospects the 
advantages of MBA membership, the 
prestige accruing to their institution 
from affiliation with the recognized 
trade organization in the mortgage 
field. 

Will you help? Will you help your 
trade Association to become a more 
influential and better trade organiza- 
tion? All we ask now is suggestions 
for qualified members and your assist- 
ance in getting the facts to them. 





PERSONNEL 


In answering advertisements in this column. 
address letters to box aumber shown in care of 
Bankers 


Se Saree Association of America. 
111 West Washington Street, Chicago 2. Illinois 














Firm 

Address 

City 

Man to contact: 


Comments 


Firm 

Address 

City 

Man to contact 


Comments 


Firm 

Address 

City 

Man to contact: 


Comments 





FOR THE MEMBERSHIP COMMITTEE 
I think that the following are qualified for MBA membership: 


Tear this out and mail to Membership Chairman R. C. Larson, 
Executive Vice President, C. A. Larson Investment Co., 348 North 
Camden Drive, Beverly Hills, California. 


State Sint 


State 


State 
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Mortgagee in Southeast servicing $45,- 
000,000 wants best man available to open 
branch office. Write Box 330. 


Large Eastern insurance company has 
opening for capable mortgage loan execu- 
tive in the 35 to 45 year age bracket. 
Must be well experienced in conventional 
lending practices particularly income pro- 
ducing properties. Excellent working con- 
ditions and good prospect for future 
advancement. Salary open to negotiation. 
Write Box 339. 


Experienced mortgage loan officer, ac- 
quainted with New York savings banks, 
for well established South Florida com- 
pany, to solicit developers and market GI 
and FHA loans. Salary $8,000-$10,000. 
Reply must state age, experience, past 
earnings and references. Write Box 340. 


HIGH-CALIBER EXECUTIVE 
AVAILABLE 


Mature and personable. Capable of 
assuming heavy responsibilities with ca- 
pacity for negotiating large conventional 
loans and thorough knowledge of FHA, 
VA and construction-payout departments. 
St. Louis, Missouri only. Write Box 343. 


LOAN OFFICER WANTED 


Rapidly growing independent bank in 
Los Angeles wants an experienced com- 
mercial and real estate loan officer. Give 
all details and send photo to Box 344. 


MORTGAGE MAN 


For staff position with multi-plant pre- 
fabricated home manufacturer. Must be 
aggressive, 30 to 40 years old, with exten- 
sive experience in originating, closing and 
selling FHA mortgages. Contact with 
major insurance companies and other lend- 
ers highly desirable. Travel required. Sal- 
ary commensurate with experience and 
ability. Write, stating qualifications, to 
Box 345. 
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OBSOLESCENCE 
(Continued from page 31) 


are still available for new building). 
The difficulty of finding sufficient lots 
for economical building in areas where 
city services are available is one of 
the strong factors in favor of the 
market for older homes. Those homes 
that are adaptable to air-conditioning 
and reasonable remodeling of the 
wiring, plumbing and heating equip- 
ment will probably gain popularity in 
the next few years. 
Appraiser’s Responsibility 

And so the appraiser who is work- 
ing hand in hand with the mortgage 
lender is faced with the dilemma of 
when he should reflect definite trends. 
There are a few appraisers who think 
it is their duty to look into the future, 
making the adjustments in the value 
conclusion at the present time. Most 
of us think it is our job to measure 
what the typical buyer is doing—right 
at the date of our appraisal. Certainly 
it is also the duty of the appraiser to 
know what changes seem to be taking 
place and to call those probable 
changes to the attention of the loan 
underwriter. The thin margin of 


equity in the majority of today’s home” 


purchases does not allow for much 
error in judging the immediate fu- 
ture; it allows very little margin for 
the long-range future even under nor- 
mal conditions. There is no room in 
today’s mortgage structure for blun- 
ders in location, design or quantity 
of houses built. Advance notice of 
obsolescence is an essential safeguard 
to a sound mortgage portfolio. 

This all means that the appraiser 
must take greater responsibility. He 
must have access to more information, 
and more time to use it. The ap- 
praisal-apprentice who is trained to 
make 15 or 20 inspections (plus driv- 
ing time) each day can only report 
the barest rudiments of physical facts. 
He will not have the time to drive 
around two or three blocks if he sees 
some evidence of poor maintenance 
or vacancy in the subject block. He 
may even miss construction faults. He 
surely will not be able to judge the 
room arrangement nor will he be abie 
to get information about the neighbor- 
hood. 


Experience gives us countless clues 
on sources of information and meth- 
ods of examination. For instance, trim 


is often a good criterion of the quality 
of construction. But even an experi- 
enced man needs time to function 
properly. The author can make a 
residential inspection in 30 minutes 
with a stenographer taking notes. The 
time increases to 45 minutes if the 
details are written in longhand. Fig- 
uring and analysis at the office takes 
still more time. Seven or eight routine 
appraisals a day are maximum at top 
efficiency. 
Not an Exact Science 

The average is cut down substan- 
tially by the problem cases. One that 
netted a $17.50 VA appraisal fee took 
a full day and a half of appraisal time. 
It was a home built three years ago 
for $34,000 on a $5,000 lot. The 
abstract showed five or six sheets of 
restrictive covenants! Chief among 
these was one setting up a property 
owners’ committee whose approval 
would be required for the subsequent 
purchasers. This restriction might 
seem attractive to a buyer who wanted 
to live in this protected neighborhood 
for years to come. It posed a problem 
for a mortgage lender, however, who 
might find himself precluded from 
liquidating a repossessed property. 
That impediment didn’t take the extra 
time, however. In addition, this house 
was a monstrosity created in the name 
of contemporary architecture. There 
was no stairway from the house to the 
basement—and no place to put one. 
The only entrance to the basement 
was through the overhead basement 
garage door. This was the best exam- 
ple of ill-planned confusion in the 
author’s 40 years of real estate expe- 
rience. There was a small amount 
of physical deterioration in the three 
years’ time, but the greater propor- 
tion of the $13,000 depreciation was 
charged for functional obsolescence 
(about two-thirds) and the balance 
for economic obsolescence, because of 
the restrictions. How the proportions 
are measured is impossible to explain, 
except in terms of experience with 
many, many buyers over a period of 
years. 


There is nothing exact about the 
opinion that results from such expe- 
rience. It must be adapted from one 
set of circumstances to another. 
Whether certain conditions still apply 
while others change is a constant 
question. The better the appraiser, 
the more likely he is to check back 


later to see what transpired after his 
appraisal. If there is a discrepancy, 
he tries to find a reason—or a mistake 
on his part. He learns not only from 
his own activities, but from the dis- 
cussions he has with other appraisers 
who may call him at any time of the 
day—or at home while he is watching 
a favorite TV program. There are 
many things an appraiser can’t find 
out, but the myriad that he does know 
can help the mortgage executive to 
make a more intelligent decision which 
will be of benefit to everyone con- 
cerned—-whether it results in a loan 
being made or one being turned down! 


Extra Copies 
MBA’s 1955 
DIRECTORY 


of 


MEMBERS 


are available to Associa- 
tion members at $2 a copy. 
Additional copies can be 
put to good use by having 
one immediately available 


in each department. 


Order the supply you 


can use now 


MORTGAGE BANKERS 
ASSOCIATION OF AMERICA 


111 W. Washington St., Chicago 2 


Please send _____._ copies of the 
1955 Directory at $2 for each copy. 
Check enclosed. 


Firm 
Address 
City 


Name 
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IT IS in the PUBLIC INTEREST for M 


VERY mortgage banker will 
agree with the thought ex- 
pressed in the title of this article—but 
is every mortgage banker so fully 
convinced of the soundness of his role 
in the lending-and-insurance opera- 
tion that he will work actively to pre- 
serve his position in it? The insurance 
mortgage bankers is a sound, 
logical and reasonable business opera- 
tion. Mortgage bankers have been 
doing it well. Those they serve have 
benefited. The public interest has 
been served. It has been profitable 


write 


business. 

And right there lies the cause of 
many problems—profits. It is becom- 
ing increasingly difficult to convince 
some people that mortgage bankers 
operate in the public interest in insur- 
ance operations. I do not minimize 
the importance of profits; instead, I 
emphasize the decreased servicing cost 
through increased efficiency when the 
mortgage company writes the insur- 
ance. Mortgage companies should re- 
assure themselves—as well as their in- 
that they do operate in the 
public interest. 


vestors 


It would be a great economic waste 
if mortgage companies didn’t write 
insurance, because every step of their 
work would have to be duplicated. 
They cannot delegate responsibility 
for any part of their job. The writ- 
ing of insurance has always been a 
part of the mortgage business. And 
ceparation—by legislation—of these 
two functions is uneconomic. A mort- 
gage company without any conflict of 
interest is better equipped to do the 
job than anyone else—in fact, they 
are compelled to do the job better. 
Their entire security depends on it. 


To be specific: 
>> APPRAISALS: Our firm, for in- 


stance, has just completed an exhaus- 
tive physical appraisal, which we 
know how to do because it is the 
essence of good mortgage lending. It 
is doubtful whether any broker or 
agent could afford to spend the time 
for this purpose—few, in fact, would 
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have the capacity to do so. A mort- 
gage company is in the best position 
to determine accurately the proper 
amount of insurance which should be 
carried. Usually, its stake in the 
property is as great or greater than 
that of the owner. 


CUSTODY AND RECORDS: No 
one denies that the mortgage com- 
pany must have custody of all poli- 
cies, or that the mortgage company 
must examine all of them to see that 
they are correctly written with 
proper mortgage clauses. Because the 
mortgage company knows its inves- 
tors’ requirements, it saves time, con- 
fusion and money if the mortgage 
company does this itself. 

How many have made a cost study 
showing the expense of handling or 
correcting one insurance policy? 
There are some 19 steps involved in 
the substitution of one policy for 
another. It may surprise many, but 
every step is necessary. 

LOSS ADJUSTMENTS: Every 
owner must report a loss to the mort- 
gage banker who, in turn, must agree 
to any settlement. Then, the mort- 
gage banker must examine the prop- 
erty to determine whether the adjust- 
ment is adequate to restore the 
property or whether the owner must 
raise the money to do so. A common 
interest will compel the mortgage 
banker to support the owner in his 
claim. No other agent could have 
the same compelling reason to obtain 
a fair settlement. After loss has been 
adjusted, the mortgage banker must 
disburse the funds as work progresses. 
He sees to it that no mechanics liens 
can attach—and that no part of the 
work or responsibility can be dele- 
gated. 

Just how important is this insur- 
ance business? Every mortgage 
banker with an insurance department 

that includes most mortgage com- 
panies) knows how much revenue 
comes from it—yet this is only one 
measure of its importance. Our firm, 
for example, is convinced that if we 


didn’t write the majority of policies 
in connection with our residential 
loans, we would of necessity have to 
double the employees in our insur- 
ance department and greatly increase 
our servicing cost. 

As I’ve already stated, there are 
a great many steps involved in 
changing even one policy in mid- 
stream. The errors listed below are 
only a few examples of what may oc- 
cur when an independent broker, a 
brother-in-law or some other close 
relative writes a policy: 
>> The wrong mortgage clause or no 
mortgage clause at all. Even a smart 
broker doesn’t know the special mort- 
gage clause desired by each different 
investor. 


>? Wrong address. Rather fre- 
quently mortgage companies are 
handed policies with the wrong de- 
scription. 

>> Certificates are furnished instead 
of original policies. Frequently, a 
broker erroneously advises an owner 
to keep the policy or gives him only 
enough to cover the loan. 


>»? Independent broker does not 
have a physical appraisal and fails to 
cover all parts of property, or errs 
in the proper amount. 


>> Loss adjustments can drive you 
crazy. Few brokers know how to 
handle them, or the peculiar steps 
required by our investors. Too few 
know costs of repair, nor are they 
concerned about restoring our invest- 
ments. There is unnecessary delay in 
obtaining the money and the repairs. 


>> To correct some of these difficul- 
ties, it takes virtually an act of Con- 
gress. Our company writes, we tele- 
phone, we send messengers—and the 
broker acts annoyed because we are 
so technical; he doesn’t hurry to rec- 
tify the error. All of this means lost 
money—it means wasted overhead 
and delay in delivering loans. And 
it means even greater cost to a bor- 
rower who, eventually, must pay for 
all of it. 


' 










for MORTGAGE BANKERS to Write Insurance 


By GEORGE H. DOVENMUEHLE 


Chairman, MBA Insurance Committee 


a One of the important segments of the mortgage business—the writing of insurance—is in danger. 
al The campaign to curtail and even prohibit mortgage bankers from doing what they have always 


done efficiently and well slowly gains momentum. The critics do not have a completely defensible 





case but might not the bill of particulars which they cite result, in some degree, from errors 
which we ourselves have made in the past? Mr. Dovenmuehle, who heads MBA’s 
active insurance committee this year, thinks we have been at fault in some respects 

but that the arguments which count in this matter are heavily on our side. 

What is at stake here is something vitally important to practically every mortgage 


banker. He ought to be fully aware of the challenge to his business and 


Certainly, all mortgage bankers 
can agree that “It is in the Public 
Interest for Mortgage Bankers to 
Write Insurance.” Why, then, have 
21 states passed legislation or licens- 
ing laws which, in varying degrees, 
prevent or restrict mortgage bankers 
in the writing of insurance? 


Naturally, the independent brokers 
or agents think they see a lucrative 
field and they would like to possess it. 

Through good organization, they 
have at least made a start in that di- 
rection. But mortgage bankers, too, 
have been at fault. They have per- 
mitted these restrictions. Why? Be- 
cause: 


1. Mortgage bankers have not 
protested effectively in the var- 
ious states. 


2. In many offices, insurance has 
been a mere side line, poorly 
done and neglected. 


3. A few uninformed mortgage 
bankers have short-rated to the 
borrower’s disadvantage. 


4. Through neglect, mortgage 
companies have sometimes 
failed to notify borrowers of 
changes in rates; nor have they 
given borrowers the best pos- 
sible coverage. 


uw 


Mortgage bankers don’t know 
insurance commissioners and 
have not joined broker organi- 
zations. 





work actively to preserve it. 


6. Mortgage companies haven't 
publicized their advantages to 
the world. 

7. But, most of all, I believe, the 
troubles have been due to the 
so-called “coercion” clauses, so 
common in mortgage practice. 
Organized agents believe mort- 
gage companies have a bonanza 
which they can get their hands 
on. Actually, of course, they 
can’t. Borrowers usually prefer 
to do business with a lender re- 
gardless of agreements. 


Many states have taken some ac- 
tion which, in effect, either prevents 
mortgage bankers from writing in- 
surance entirely or severely restricts 
them. 

I have, I think, shown that where 
mortgage bankers write insurance it 
is more economical and more effi- 
cient, with better protection for bor- 
rower as well as investor. Therefore, 
it is in the public interest for mort- 
gage bankers to do so. How, then, 
shall mortgage bankers act to pre- 
serve their rights and further the 
public interest? Let me summarize 
with the following suggestions: 

1. Protest vigorously any legisla- 
tion on a state or national level which 
tends to infringe upon the right to 
place insurance. 

2. Maintain an efficient insurance 
department. Staff it with competent 
and trained people—don’t ever let it 
become a “stepchild.” 
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3. Return all furnished policies 
containing errors to the borrower— 
make him go to the trouble of cor- 
recting those errors, so that he under- 
stands why the cost is higher. Con- 
sider the possibility of making small, 
but justifiable, charges to correct 
such errors—if the mortgage com- 
pany has to make the corrections. 


4. Consider the advantages of a 
separate insurance department. There 
is a small tax advantage; it may co- 
incide more nearly with state regula- 
tions. Mortgage companies may then 
be accepted more readily by other 
brokers and agents. If so, mortgage 
companies should join their associa- 
tions and work with them as friends. 


5. Do a far better job of selling— 
especially to the borrower—and don’t 
overlook the investors. Do it in per- 
son, do it with attractive folders, 
marshal all the arguments to prove 
that it is in their interest. 


6. Write insurance pursuant to a 
voluntary authority from a borrower 
rather than a restrictive agreement. 


7. Finally, be competitive as to 
rates. Mortgage companies don’t 
truly write in the public interest if a 
borrower is able to obtain similar 
insurance with comparable service at 
lower rates. I realize that this is fre- 
quently beyond control, but no con- 
tract or legislation will preserve this 
business for mortgage bankers unless 
the insurance is kept attractive 
throughout the entire life of the loan. 
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George W. DeFranceaux, executive 
vice president of Frederick W. Berens 
Sales, Inc. and president, Frederick 
W. Berens, Inc. announced the ap- 
pointment of Curt C, Mack, forme: 
assistant FHA in 
charge of mortgage underwriting, to 
be a senior vice president of both 
corporations. Mr. Mack has assumed 
charge of the New York City office. 

Lincoln Savings Bank, of Brooklyn, 
announced the election of Michael J. 
Burke as executive vice president. 

Mr. Burke 


associated with 


commissioner of 


has been continuously 


financial institutions 
engaged in the mortgage business in 
the New York 1926. Be- 
fore coming to 1949 as 
vice president and mortgage officer, 


area since 
Lincoln in 


he was a vice president of the Manu- 
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facturers Trust Co., in charge of its 
real estate and mortgage department. 
In 1953, the Lincoln’s board of 
trustees elected Mr. Burke a trustee. 

Raymond Martin and John 
O’Connor have become associated 
with General Mortgage Investments, 
Inc., Chicago. Martin, who was with 
Pacific Mutual Life, will be in charge 
of construction loan payouts. O’Con- 
nor will be responsible for loan clos- 
ings. 

Southern Trust & Mortgage Co. is 
moving its offices from 1302 Main 
Street, Dallas to enlarged quarters in 
the new Adolphus Tower at 1412 
Main Street. After a new building 
has been constructed on the site of 
its present quarters, the company will 
return to their former location. 





SOUTHERN CALIFORNIA MBA ELECTS: E. W: Muhsfeld, Insur- 
ance Funds Mortgage Co., was elected president of the Southern California 
MBA, succeeding Urban K. Wilde, Coldwell, Banker & Company. New 
officers of the association, who will be holding office during the time of 
MBA’s 42nd annual Convention, are, standing left to right, Floyd B. Cerini, 
Land Title Insurance Co., chairman, legislative Committee, Mr. Wilde, Hal 
G. Whittle, H. F. Whittle Investment Company, John J. Lyman, Dwyer- 
Curlett & Co., Gordon Calder, The Alison Company, and Jack R. Smith, 
National Life Insurance Company, directors. 

Seated, Gordon Stimson, Wallace Moir Co., vice president, Mr. Muhsfeld, 
and Vaugh J. Cook, Beverly Hills Securities Co., secretary-treasurer. 

Directors not shown are Frank Ely, Western Mortgage Corporation and 
Warren P. Tenney, Union Bank and Trust Co. of Los Angeles. 
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Ernest J. Rourke has joined J. I. 
Kislak Mortgage Corp. of Florida, 
Miami, to direct sales and builder 
relations activities. D. Joseph 
Snyder, formerly vice president of 
Fidelity Title Co. in Miami, was ap- 
pointed to head the closing depart- 
ment. 

L. Steven Snyder was placed in 
charge of the processing department. 
He was formerly associated with sev- 
eral Miami mortgage firms as mort- 
gage loan officer. 

FHA Commissioner Norman P. 
Mason said “FHA is an important 
part of an amazing story which is 
now being written in terms of better 
homes for Floridians” at a dinner 


sponsored by the Greater Miami 
MBA. 





C. B. Spofford, Jr., FHA director in 
Miami, FHA Commissioner Mason and 
R. B. Roberts, III, president, Greater 
Miami MBA. 

Mason said “Nationally, FHA fi- 
nancing of older homes is running 
neck and neck with financing for new 
structures. However, two out of 
every three applications for FHA 
loans in the Miami area today are for 
new homes. 

“The present situation calls not for 
apprehension and alarm but for ar- 
dent applause.” 


INVESTORS 
For CHOICE Residential 


and Commercial Type 
Loans in South Florida and 


the Greater Miami Area. . . 


Contact 


R. K. COOPER, Inc. 


Approved Mortgagee 
2733 Ponce de Leon Boulevard 
Coral Gables, Florida 


R. K. COOPER, President 
J. DUDLEY JOHNSON, Vice-President 
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Charlotte, N. C. MBA Elects Officers 








W. R. Cuthbertson, president, City Savings Bank, was elected president 
of the Charlotte, N. C. MBA to succeed Ike C. Lowe. Charles B. Rich, 
vice president, Wachovia Bank & Trust Co., was elected vice president and 
Clyde Cross, City Savings Bank, was elected secretary-treasurer. 


New directors for the year are T. 


;. Barbour, Home Federal Savings and 


Loan Association, Mr. Cuthbertson, Ike C. Lowe, McDonald Mortgage Com- 
pany, Inc., Lex Marsh, Marsh Land Company and N. G. Speir, N. G. Speir, 


Inc. 


Above, seated left to right, Mr. Rich, Mr. Cuthbertson and Mr. Cross. 
Standing left to right, Mr. Marsh, Mr. Lowe, Mr. Barbour and Mr. Speir. 


Chicago MBA Looks at 
Operating Problems 


Chicago MBA members, at their 
recent meeting, sought the answer to 
the eternal question, Can We Make 
Our Mortgage Operations More Prof- 
itable? A panel group tackled ques 
tions such as: 

When does putting a loan on your 
books become unprofitable ? 

How do you figure overhead? 

Is the cost of out-of-town business 
profitable? 

What happens to loan inquiries in 
your office? 

How much does servicing cost? 

Solicitors vs. finders fees? 

These and similar questions getting 
down to the basic essentials of the 
business occupied the attention of the 
group moderated by Howard E. 
Green, president, Great Lakes Mort- 


gage Corporation, and included Del- 
mar R. Beaumont, president, D. R. 
Beaumont and Company; William I. 
De Huszar, treasurer, Dovenmuehle, 
Inc.; Joseph H. Grayson, vice presi- 
dent, The South East National Bank 
of Chicago; Robert H. Wilson, presi- 
dent, Percy Wilson Mortgage & 
Finance Corporation, and Murray 
Wolbach, Jr., vice president, Draper 
and Kramer, Inc. 


Moir Speaks at Meet 
of the Tucson MBA 


President Moir was the principal 
speaker of the Spring meeting of the 
Tucson MBA following an address 
he gave before members of the Los 
Angeles Society of Residential Ap- 
praisers the week before. Following 
that, he swung into a busy schedule 
covering other local MBAs over the 


New MBA Organized 
in Lubbock, Texas 


Another local mortgage bankers as- 
sociation has been organized, this 
time the Lubbock, Texas MBA. First 
president is R. Miller Hicks, Inves- 
tors, Inc. and vice president is Hiram 
Jordan, Jr., Lubbock National Bank, 
Secretary treasurer is Guy C. Eagan, 
McFarland-Maisen Co. Directors are 
Lée York, First National Bank, 
Homer Roper, Great Southern Life 
Insurance Co., William R. Sewell, 
Citizens National Bank and J. L. 
Murfee, Jr., J. E. Murfee & Son. 


Cary Whitehead, formerly assistant 
secretary of National Mortgage Com- 
pany, Memphis, has been elected vice 
president of the firm. . . . John L. 
Mylod, president, Pacific National 
Fire Insurance Company, announced 
the election of William L. Greenway 
as vice president. Greenway has been 
associated with Pacific National in 
various capacities for 20 years. He 
will continue with headquarters at 
the Company’s Eastern Department 
offices in Philadelphia. 


country, first at Pebble Beach, Calif., 
before a joint meeting of the South- 
ern California MBA and Northern 
California MBA looking into the pos- 
sibility of a state-wide MBA. After 
that it was the Texas MBA annual 
Convention in Galveston, MBA’s own 
Eastern Mortgage Conference in New 
York to be followed by an address 
before the Kansas City Real Estate 
Board May 6 and then a talk at the 
Land Title Association meeting in 
Coronado, California. 


WANTED 


To purchase mortgage 


business in Florida 
or Gulf Coast area. 


WRITE BOX 331. 
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EW mortgage loans made by the 

life companies totaled $521,- 
000,000 in January, compared with 
$317,000,000 a year ago, according 
to the Institute of Life Insurance. 
However, the net increase in mort- 
gage holdings in January was only 
$295,000,000. 

Unless there is a curtailment in new 
construction in the months ahead it 
appears certain that the companies 
will be called upon for more mortgage 
loans in 1955 than in 1954, when a 
record volume of $5,333,000,000 was 
loaned under mortgages by the life 
companies. 

But the Institute 

“It is important for both lenders 
and borrowers, and particularly for 
the builders, to closely watch the gen- 
eral economic situation and keep both 
construction and mortgage financing 
on a sound basis,” the Institute said. 
“With a larger share of our popula- 
tion now owning their own homes 
than has been true since statistics 
have been kept, the stability and 
soundness of this important part of 
family finances is of greater signifi- 
cance than ever before. It is true that 
a safety element exists today which 
did not exist a generation ago, in that 
practically all mortgages are amortiz- 
ing and on a budget basis, but at the 
same time care has to be taken lest 
too great a mortgage load be under- 
taken by families without adequate 
resources.” 

Nearly one-third of all accumulated 
life insurance dollars are now on loan 
to property owners under mortgages. 

In the past five years, more than 
$23,500,000,000 of real estate mort- 
gages have either been initiated or 
purchased by the country’s life com- 
panies and at the start of this year, 


is cautious. 


~s> 
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LIFE COMPANIES TO 


MAKE More LOANS IN 1955 
“| 


they had $25,928,000,000 on loan 
under mortgages. 

“While endeavoring to assist in 
holding mortgage financing to a 
sound basis in the years ahead, the 
life insurance companies will continue 
to be an important source of mort- 
gage money needed to maintain hous- 
ing up to the needs of the country,” 
the Institute said. ““The war shortages 
have been made up in most communi- 
ties by now, but there will be a con- 
tinued demand for new housing to 
meet the formation of new families, 
obsolescence of old housing and the 
shifts in population concentrations. 
Also, the increased rate of refinancing 
due to the high frequency of family 
moving will be a factor in the con- 
tinued demand for mortgage money. 
Some 30,000,000 families move an- 
nually and many of these are home 
owners who sell and re-buy in the 
process of changing residence.” 

With practically all mortgages now 
in force on an amortizing basis, the 
natural reduction in the mortgage 
portfolio each year is sizeable, accord- 
ing to the Imstitute. Resales and re- 
financings also increase the aggregate 
of mortgage redemptions. In 1954, 
the life companies reported a total of 
$2,.680.000,000 of sales, amortization 
and redemptions in a portfolio which 








Protect Your Mortgage Investments 


WITH A “BERKS TITLE” POLICY 
BERKS TITLE INSURANCE COMPANY 


READING, PENNSYLVANIA 


AGENCIES THROUGHOUT 
PENNSYLVANIA ¢ DELAWARE ¢ MARYLAND ¢ VIRGINIA 


BE SURE WITH BERKS TITLE INSURANCE 
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totaled $23,275,000,000 at the start 
of the year. As the portfolio increases, 
the total of these funds requiring re- 
investment will increase. In addition, 
the life companies put into this financ- 
ing a portion of the new capital 
accumulated for policyholders. Last 
year the equivalent of nearly half of 
the year’s new capital funds made 
available by the business was added 
to the refinancing funds to meet the 
year’s mortgage demand. 


The life companies have had an 
excellent experience under their mort- 
gage portfolio. Although more than 
2,500,000 individual properties are 
covered by these real estate loans, the 
aggregate amount of real estate held 
under foreclosure at the end of last 
year was less than one-tenth of | 
per cent of the total amount on loan 
under mortgages. 


The earning rate on mortgages has 
improved in the past two or three 
years, with practically half of the im- 
provement coming from reduction in 
the costs of handling the mortgages 
rather than from improved interest 
rates. While the net yield on mort- 
gages has risen in the past few years, 
at the end of 1953, the last year for 
which figures exist, it was still less 
than at the end of World War II. 


Assistance to Growing 
CORRESPONDENTS AND 
INSTITUTIONS (Fee Basis) 

in 


Office Procedure Surveys 
Cost Studies and Analyses 
Accounting and Cost Systems 


for Profitable 


MORTGAGE LOAN SERVIC- 
ING AND PRODUCTION 


CHAS. C. SPRATLING 


2811 Cason St. Houston 5, Texas 
MAdison 4964 
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DEBTS-EVERYBODY’S @ 
App Up to $700 BILLIon 


HE record-breaking growth of 
debt over the last decade and a 
half, which started with the federal 
government during World War II 
and was later paced by the private 
sector of the economy, has reached a 
new landmark—the $700 billion level. 
Preliminary figures indicate that 
gross public and private debt com- 
bined rose by approximately $26 bil- 
lion in 1954 to an estimated total of 
$709 billion at year-end. The 1954 
debt figure was $246 billion or 53 per 
cent above the 1945 total, and $493 
billion or 228 per cent greater than 
aggregate public and private borrow- 
ing at the end of 1940. 

Both the size of the debt and the 
rapidity with which it has grown have 
raised the natural question of pru- 
dence, just how much of a debt bur- 
den the country can bear without 
affecting economic stability or the 
ultimate soundness of the dollar. Such 
questions are taking on added force 
since, with the return of a competi- 
tive economy, encouragement of debt 
is being used as an economic stimulus 
by the easing of credit terms for the 
purchase of all kinds of goods and 
for housing. 

The growth of debt in the private 
sector of the economy in recent years 
has had the basis of the tremendous 
acquisition of assets by both business 
and individuals, and has also been 
accompanied by a high level of per- 
sonal savings. For example, business 
expenditures for plant and equipment 
alone add up to around $213 billion 
for the nine years from 1946 through 
1954. Close to $90 billion of new 
homes have also been built in this 
period, along with tens of billions of 
dollars of other construction. Con- 
sumer purchases of automobiles and 
durable goods have been at record 
levels. At the same time, personal 
savings have been maintained at high 
levels, as indicated by peak purchases 


of life insurance and the growth of 
other thrift institutions. 

The expansion in personal and in 
business assets and in savings has been 
far greater than the growth of pri- 
vate debt. Nonetheless, the burden is 
great. Right now the total debt in 
the economy figures out at around 
$4,300 for every person in the popu- 
lation, and personal debt alone is 
currently the equivalent of about $800 
per capita. 


All Kinds of Debt Up 


All major classifications of debt in- 
creased in 1954. The biggest gains 
were in personal debt and in state and 
local borrowing, but the gross fed- 
eral debt rose about $4 billion to a 
new high of approximately $293 bil- 
lion, and corporate debt was up 
nearly $2 billion to an estimated $213 
billion. Gross federal debt includes 
amounts owed by U. S. agencies and 
certain categories of debt not subject 
to the statutory limit. 


The largest gain last year was in 
the classification of individual and 
non-corporate debt, which increased 
around $15 billion to an» estimated 
total of $165 billion. The leading 
factor in this expansion was home 


mortgages, which were up more than 
$9 billion for the year to a total of 
approximately $75 billion at the 
year-end. The home mortgage in- 
crease in 1954 was the largest annual 
expansion on record, and some of it 
reflects the little-or-no-down-payment 
home loans made possible by the 1954 
housing legislation. 


For the period from the end of 
World War II through 1954, aggre- 
gate individual and noncorporate 
debt increased by approximately $110 
billion or 200 per cent. Home mort- 
gages and consumer credit alone con- 
tributed approximately $70 billion of 
this increase, or more than three-fifths. 


Gross corporate debt at the end of 
last year was approximately $113 bil- 
lion above the total in 1945, but the 
rate of growth slowed down notice- 
ably in 1954. The rise of less than 
$2 billion for the year compares with 
one of $9 billion the year before and 
with a jump of $27 billion in 1949. 


The need to build more schools, 
highways and other essential services 
for our expanding population brought 
a $5 billion rise in state and local debt 
in 1954. This was the largest annual 
increase on record and brought the 
total to an estimated $38 billion at 
the year-end. 


The federal debt continues to be 
the biggest single element in the 
country’s debt picture, and alone rep- 
resented more than two-fifths of the 
total at the end of 1954. A long suc- 
cession of unbalanced budgets is the 
reason. The federal establishment has 
run a surplus in only three out of the 
last 25 years, and its debt now is five 
and one-half times greater than it 


was in 1940. 


FHA AND VA MORTGAGES FOR 
INSTITUTIONAL INVESTORS 


NATIONAL COVERAGE 


RICHARDS. ALSTRUP AND REDMAN. INC. 


712 WASHINGTON BUILDING, WASHINGTON, D. C. 
TELEPHONE NATIONAL 8-8236 


WESTERN OFFICE: 109 EAST SOUTH TEMPLE ST., SALT LAKE CITY 
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>? IT’S HERE: The electronic age 
has reached the mortgage servicing 
field. Univae 120, a junior grade 
model of the machine that has pre- 
dicted election results from partial 
returns and found answers too tough 
for the human mind to solve, is now 
at work in the Western Savings Fund 
Society office in Philadelphia. 

The new machine will be used for 
both savings and mortgage account- 
ing. 

According to representativ es of 
Remington-Rand, who engineered 
the system to fit Western Saving 
Fund’s needs, when a mortgage pay- 
ment is made at the mortgage teller’s 
window, the amount of the payment 
is automatically punched on a tape. 
The tape then feeds the data to a 
machine which punches the informa- 
tion on a card. 

These transaction cards are then 
automatically listed to balance with 
mortgage receipts for the day and are 
collated with showing prior 

Prior cards and 
transaction cards are pro- 
cessed simultaneously through Uni- 
vac, which automatically picks up 
the unpaid mortgage balances, calcu- 
lates breakdown of the payments as 
to interest, principal and escrow, 
computes the new balances and re- 
them on balance cards. 
The balance cards then go 
through an automatic “line finding 
poster interpreter,” which posts them 
to the mortgage ledger cards at the 
rate of 45 postings a minute. 


cards 
balances. balance 


current 


cords new 


new 


>? DEVELOPMENT OF THE 
MONTH: Cleveland’s five largest 
banks are planning to set up a re- 
volving fund to finance mortgages of 
$185,000,000 to $200,000,000 for con- 
struction of housing in all of the city’s 


slum areas marked for redevelop- 
ment. 
The banks have made definite 


commitments to mortgage 
money totaling more than $4,000,000 
+80 dwelling 


provide 


for the construction of 
units in one project. 

Whether the banking 
be able to take on the larger job will 
depend on arrangements that can be 
made with FHA. 

The participating banks are the 
Cleveland Trust Co., Central Na- 
tional Bank, National City Bank, So- 
ciety for Savings and Union Bank of 


group will 
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>?> TO HELP ON URBAN RENEWAL: A 12-man industry advisory 
committee has been named by FHA Commissioner Norman P. Mason to 
explore ways to make the government’s urban renewal program more effec- 
tive. MBA is liberally represented and here is the group at the first meeting: 
seated left to right: Walter S. Dayton, Build America Better Council, 
NAREB; Arthur P. Wilcox and John C. Williamson, NAREB Realtors Wash- 
ington Committee. 

Alfred W. Jarchow, director, appraisal and mortgage risk division, FHA; 
Frank J. Meistrell, general counsel, FHA; Mr. Mason; Charles E. Sigety, 
deputy commissioner, FHA. 

David C. Slipher, director, field service, American Council to Improve 
Our Neighborhoods, Inc.; Joseph B. McGrath, legislative director, NAHB. 

Standing left to right: Miles L. Colean, Consulting Economist, MBA; 
Charles P. Stewart, NAREB; Nathaniel S. Keith, housing consultant, Wash- 
ington, D. C. 

W. Beverley Mason, urban renewal officer, FHA; Charles A. Bowser, assis- 
tant commissioner for technical standards, FHA; William A. Clarke, MBA; 
Samuel E. Neel, general counsel, MBA. 

Allan F. Thornton, director, research and statistics division, FHA; James 
W. Rouse, MBA; William S. Harps, Washington Association of Real Estate 
Brokers. 








Commerce. The extent of participa- 
tion by each of the institutions will 
be based on its deposits. 

The Cleveland will act as 
mortgagee for the group in financing 
the initial project. 

The Cleveland banks will be un- 


Trust 








AND LARGE SAVINGS BANK 


TO REMAIN WITH US. BOX 334. 











MORTGAGE LOAN CORRESPONDENT 


Baltimore, Maryland 


NOW SERVICING ALMOST $10,000,000 FOR MAJOR LIFE INSURANCE COMPANY 
INVESTOR. 
PREDOMINATELY RESIDENTIAL FHA-VA. WE 
FACILITIES AND CAN HOLD DELIVERY FOR YOUR CONVENIENCE. 
$5,000,000 OF DESIRABLE MORTGAGE LOANS IN NEW HOUSING DEVELOPMENTS 
AVAILABLE FOR EARLY FUTURE DELIVERY ON SUITABLE TERMS, SERVICING 


able to finance all of the $185,000,000 
to $200,000,000 in mortgages, but 
will have to sell some of the pape: 
to Eastern lending institutions. The 
latter, however, will not buy the 


mortgages at the allowable 4% per 
cent interest. 









APPROVED FHA LENDER. VOLUME 
HAVE ADEQUATE WAREHOUSING 
UP TO 





CHARLES R. COX 


“| urge every executive...” 


“I know of no better method for each citizen to pro- 
tect the American way of life than by building his own 
economic security and by helping his Government to 
keep financially sound. Both these results can be ac- 
complished through the Payroll Savings Plan. I urge 
every executive in the nation to give this Plan his active 
and vigorous support.” 


CHARLES R. COX, President, Kennecott Copper Corporation 


With the active cooperation of Mr. Cox, Kennecott 





Portrait by Fabian Bachrach 


conducted a person-to-person canvass which put a 
Payroll Savings Application in the hands of every one 
of Kennecott’s 20,000 employees. The men and women 
of Kennecott did the rest. Country-wide participation 
in Kennecott’s Payroll Plan rose from 24% to 52%. 


Your State Director, U. S$. Treasury Department, is 
ready to help you install a Payroll Savings Plan, or 
show you how to build participation in an existing Plan 
through a simple person-to-person canvass. Write today 
to Savings Bonds Division, U. S. Treasury Department, 
Washington, D. C, 


The United States Government does not pay for this advertising. The Treasury Department 
thanks, for their patriotic donation, the Advertising Council and 


“Mortgage Banker 

















blueprint for a 
sound mortgage 


A good builder demands an accurate blueprint before undertaking 
any project. Title insurance offers “blueprint” guidance in 
determining the soundness of any title to real estate. 


For more than 40 years, we’ve been “blueprinting” sound real estate 
transactions for mortgage bankers, life insurance companies, lawyers, 
builders and developers ... from Florida to Alaska, from the Atlantic 


to the Far West. Our success is the measure of our accuracy. 


" We’ve developed a thorough working knowledge of lenders’ 
requirements. When we write a Policy of Title Insurance, it not only 
protects against title loss, but facilitates sale and transfer of 

real estate and real estate mortgages. 


; 


Escrow services are furnished by our Home Office and by all of our 
issuing agents. If you’re looking for reliability, you’re invited to 
make an inquiry. We’ll be glad to send you our financial statement 
and a list of our issuing agents—upon request to our 

Home Office or any branch office. 


hansas City Jitle 
nance Conpany 


Capital, Surplus and Reserves exceed $3,000,000.00 
Title Building 112 East Tenth Street Kansas City 6, Missouri 


BRANCH OFFICES: 

Baltimore, Maryland—21!0 North Calvert 

Little Rock, Arkansas—21!4 Louisiana Street 

Nashville, Tennessee—S.W. Cor. 3rd and Union Streets 

Memphis, Tennessee—! 141 Sterick Building 
The company is Licensed in the following States: Alab , Ark , Colorado, Delaware, 
Florida, Georgia, Indiana, Kansas, Louisiane, Maryland, Mississippi, Mi i, Montana, 
Nebraska, No. Carolina, So. Carolina, Tennessee, Texas, Utah, Virginia, Wisconsin, Wyoming and 
in the Dist. of Columbie and Territory of Alaska. 








Approved attorneys throughout states 
Issuing Agents in most principal cities. 
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